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THE MONTHS AHEAD 


BUSINESS LET-DOWN will last several months more. Retail 
prices will inch off all along the line. Special sales and other induce- 
ments will continue until prices reach a new, lower level at which people 
will be willing to buy normally and steadily again. 


UNEMPLOYMENT will rise in the months ahead. No one 
knows exactly how many people will be let out, but the current estimates 
of total unemployed range around 4 million at the peak. It could be 
more. ‘This will depend on how much the slackening pace in some 
lines extends or widens to other lines. 


MODERATE. ‘he nature of the slump is best described at present 
as “moderate.” ‘This is an important point, for in this month of March 
a number of things will make people wonder whether the slump may 
feed on itself and make a genuine recession, much worse than “moder- 
ate.’ ‘his may be, but it probably will not be. The net sum of all 
the signs suggests an end of the slide a few months hence, sometime 
around midyear. 


SECOND HALF OF YEAR wil! bring good total business. Of 
course it will not be as good as last year, for last year was the peak of 
the post-war boom, and there i is no such thing as a perpetual peak. We 
are on the way back to nearer normal, but it is clearly a very high 
normal, at that, and certainly nothing to cry about. The boom spoiled 
a lot of people, and now they’ ve got to get over being spoiled. 


BUYERS NOW RULE, which is as it ought to be, or as it nor- 
mally is. People who spend their own hard-earned family money are 
in position to say what they will buy, and at approximately what price. 
Thus business is approaching a new balance, in which demand and 
supply are more nearly equal. The backlog demand, hanging over from 











the shortages of war, has been largely filled. 
Still, the current demand is tremendous— 
at a fair price. 


Profits will be off this year, perhaps 
20 percent under last year’s high. Hardly 
any business will make what it made last 
year, because prices will be lower, and 
wages a little higher, and taxes stiffened a 
bit. Also, production and sales will be 
down so profits are bound to suffer. 


Politics will hurt some business lines 
and help others. Generally the effect of 
policies adopted at Washington will be to 
sustain business with governmental spend- 
ing, especially in the second half of the 
year. If a slump should threaten to feed 
upon itself and make a continuing reces- 
sion, Congress will vote larger spendings, 
which will be mildly stimulating to busi- 
ness as a whole. 


Many Wages will go up through the 
year, starting this spring, but the raises 
will be smaller than in previous years. 
Even so, this will add to buying power, 
but it will also add to costs, and, in some 
cases, to prices. 


Strikes will be spotted around the 
country, but they will not be serious on 
a national scale. They will cut into pro- 
duction of some plants in individual com- 
munities, but they will not lessen the total 
national production to any considerable 
extent. 


Cash to GI’s. A number of states 
will pay bonuses to their veterans this 
year, the total outpouring amounting to 
well above a billion dollars. Starting in 
July, the federal government will pay out 
about 2 billions more as refunds on over- 
payment of veterans’ insurance. Both 
these classes of payments together will 
make more than 3 billion dollars worth of 
spending money or purchasing power. 
They make quite an item in the business 
outlook. 
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Easter Trade will be good by normal 
standards, and probably as profitable as 
last year. It will be good because between 
57 and 58 million people have jobs and 
money to spend. It could be less good 
than last year because most of those people 
have bargains in their minds, and even if 
they don’t find any old-fashioned bargains, 
they will still look for something resem- 
bling them. 


Food Prices will trend gradually 
downward through the year. The grocery 
bills are already lower than they were last 
fall, and will inch off some more. The 
cost of living is on a gentle slide, causing 
housewives to give thanks in low murmurs. 
But any loud shouts of joy are still far 
off. Prices in general, and cost of living 
in particular, are on a permanently higher 
level and will never return to the pre-war 
level, or even to within speaking distance 
of it. 


War is not indicated in the year, but 
a continuation of the cold war is very 
much indicated. Peace gestures won't 
amount to much, and sometime this spring 
will come a new war scare. The con- 
sequence will be that this nation will 
continue to build its defenses, especially 
its air power. The draft will stay on the 
books, but universal military training will 
not be voted. 


Congress is mildly leftish in the sense 
that it is moving toward measures that 
suit labor and “the people.” ‘The measures 
that are significant are the social welfare 
schemes—insurance against the bills that 
flow from illness, higher old age pensions, 
broader social security, and more aid for 
education. But Congress is not as eager 
as the President or his Cabinet. Congress 
will trim many of the administrative recom- 
mendations. 


House vs. Senate. Keep in mind 
in the next few months that the House is 
relatively “liberal,” and inclined to go 
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along with the administration on any- 
thing it wants. The Senate is less “liberal,” 
however, and the Senate will modify and 
moderate many of the House measures. 
In former years it was the other way 
around. The Senate was more liberal, the 
House was more conservative. Lobbyists 
for conservative causes formerly focused 
their efforts on the House, expecting it to 
block legislation that was considered wild, 
but now they are re-focusing on the Senate. 


Excise Taxes. If you have post- 
poned purchases of such things as furs, 
jewelry and luggage, in expectation that 
the excise taxes would be removed, you 
might as well go ahead and buy, for most 
of the taxes are going to be retained. 
They may be bad in principle, because 
they do restrict trade, and they do hit all 
consumers regardless of ability to pay, but 
the government needs the money. 


Income Taxes. Individual income 
taxes probably will not be raised this year, 
unless there is a bad war scare which 
would push up the size of the defense pro- 
gram. Individual income taxes probably 
will be raised next year, however. Govern- 
ment expenditures are on the rise from 
vear to year, and within another year the 
government will need more tax money, 
and about the only way of getting great 
gobs of it is from individuals. 


Corporations will get soaked this 
vear by higher taxes. ‘The present 38 
percent rate will be raised a few points— 
to perhaps 42 percent, or thereabouts, but 
not as high as 45 percent. The corpora- 
tion tax is “popular,” for it is not felt 
directly by millions of people and it seems 
to them like “something for nothing.” As 
for small businessmen, thousands of them 
will feel the effects of the tax. 


Small Businesses will also find 
themselves pinched by the minimum wage 
of 75 cents an hour which Congress is 
expected to vote. Many small employers 
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in small towns have small factories which 
employ a few townspeople or country 
people at less than 75 cents an hour. The 
people like the jobs because they can work 
in the factory at times, and on their farms 
or gardens at other times. The jobs are 
part time, side lines. The 75-cents-an- 
hour rate, compulsory for plants that sell 
in interstate commerce (and most of them 
do), will curtail some of the smalls and 
transfer their business to the big plants 
in the big cities. The cities will benefit, 
the small towns will lose. 


Automobiles. The new car you drive 
is essentially a pre-war model with a few 
post-war trimmings. ‘The real post-war 
car is not here yet, but it is coming. The 
main new feature will be better motors, 
high compression motors, which burn high- 
grade gasoline and get more mileage, and 
which in the long run will be more eco- 
nomical in cents per mile. The other new 
feature will be increased use of “‘automatic 
shifts’ and these will get cheaper. 

This year marks the end of the sellers’ 
market in automobiles and the real begin- 
ning of the buyers’ market. The signs are 
already evident, but by next fall they will 
be so clear that everyone will see them. 
Next fall and next year will come the 
cheaper models. Also more liberal allow- 
ances on trade-ins. Also less profit for 
dealers. Used-car prices have slid, and 
will slide some more. Within a few 
months they will be sold at prices that 
will remind people of before-the-war. 


New Makes of Cars. It is hard to 
see how they can survive. People cling to 
the old well-known standard makes in all 
price ranges. And the old established 
manufacturers know all the tricks and engi- 
neering advances which they can throw 
into their cars any time the public i is willing 
to accept them. 


Television. The number of people 
who get to see television for the first time 
this year will more than double those who 
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have already seen it. ‘They will soon learn 
what all television-set owners know, and 
that is the disturbing fact that well-formed 
habits and routines are knocked into a 
cocked hat when television comes into the 
home. For one thing, people who watch 
television more inevitably read less. ‘The 
eyes can’t be used for more than one thing 
ata time. This has upset the publishers of 
newspapers, books and magazines, and it 
will become a major source of irritation for 
them when television really covers the 
country. People who view television don't 
go to the movies as much, either. And 
they'd just as soon sit home as go out to 
eat, or see a floor show, or take in their so- 
cial and fraternal clubs. 

While no real social revolution is in the 
making, a lot of people who have studied 
the subject say television will make us a 
nation of homebodies, or fireside-sitters. 


Small Town TV. If you live in a 
small town, or any community over 50 or 
60 miles from a big city, you will wait a 
long time to see television, maybe 5 years 
or more. ‘The stations are too high-priced 
for small town investments, and there are 
still plenty of technical drawbacks which 
prevent the big city stations from reaching 
audiences much more than 50 miles away. 
The researchers are at work on this, and 
have a few ideas which may be the answer, 
but there’s still a lot more digging to be 
done on the problem. 


Houses. Not quite as many houses 
will be built this year as last, which was a 
near-record, but it will still be a big housing 
vear. ‘The outlook now is for about 875,- 
000 new homes, a good many of them 
apartments, but more of them individual 
homes for sale to individual families. ‘This 
compares to 925,000 homes started in 1948. 
Prices will be down a little, but not as much 
as buyers wish. 

Builders would like to sell lower-cost 
houses. ‘They know as well as everyone 
else that there are millions of families who 
are sitting out the housing inflation in the 
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hope of cheaper houses. So far, the out- 
look for better houses at really low prices 
is pretty dim, and pretty unlikely. Cost 
of materials is still high, even though it 
has slid a notch here and there. Labor 
costs are also high, though some declines 
are reported. 

The “economy house” will become a 
well-promoted item, and it will be talked 
about, argued about, by home _ builders 
and buyers both. Essentially, it is a 
stripped-down house, with plenty of econo. 
mies to keep the cost down, and with a 
minimum of equipment and extras. It 
will be the industry's answer to the threat 
of government-built, low-cost houses, and 
to the need for houses in the $6000 to 
$8000 range. Right now, only a few have 
been built, but if they take hold, they will 
mushroom all over the country. 


Other Construction will sustain 
the building boom. A good many stores, 
office buildings and factories going up, but 
fewer than last year. Also, lots of govern 
ment-built schools, post offices, city halls, 
hospitals, sewers, roads, and community 
centers on the village green. Also, many 
improvements, additions and repairs to 
existing buildings. 

Some builders, getting edgy about the 
future, are holding off temporarily, until 
they see which way the wind blows. Right 
now, there’s a slight chill in the wind, but 
it’s expected to warm up again in a few 
months, and then these hesitant businesses 
will be ready to get out the blueprints and 
start building again. 


Spring Plantings will be large, and 
barring bad weather, there will be bounti- 
ful crops again in the fall. ‘To the huge 
surpluses which already exist, there will be 
added more surpluses, in some cases record- 
breaking surpluses. Government will buy 
up some of these surpluses, in order to keep 
prices up, but the government supports 
may not be enough to check serious price 
declines in wheat, corn and cotton. 

Wheat prices will slide until the July 
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harvest, and by midyear will be consider- 
ably under present levels. In August and 
September comes the cotton crop. It will 
be tremendous, and the price of raw cotton 
will dip well below the government loan 
price. But the biggest slide of all is likely 
to occur in corn, which in turn will lower 
the prices of pork chops and steaks, already 
on the downgrade. 

All of this will be good news for the 
housewife, but not for the farmers, who 
have made a lot of money in recent years, 
but who now may make a lot less. 


Fuel Oil. Prices of fuel oil are ex- 
pected to decline around a cent or a cent 
and a fraction before long, so the cost of 
filling the oil-burner tanks for next fall will 
be somewhat cheaper than now. ‘The oil 
refineries poured out huge amounts of oi! 
all winter long, but the weather stayed 
warm in many sections of the country, with 
the result that most storage tanks are now 
filled to the brim. Barring sudden drain, 
there will be plenty of oil to go around 
next winter, and oil-burner producers are 
getting ready for a big season. 


Cheaper Gasoline is also in the pic- 
ture, and a cent or two will be knocked off 
the service station price in the next few 
Price wars are reported from vari- 
ous sections. Once these start, millions of 
car owners will benefit. 


months. 


Installment Sales. ‘| he restrictions 
on installment sales won't be quite as 
tight as they have been in recent months. 
Some loosening-up of credit-controlling 
Regulation W will be ordered, even though 
it won't be a major loosening-up. It will 
affect the sales of such household appli- 
ances as refrigerators, home freezers, wash- 
ing machines and vacuum cleaners. It will 
also ease the financing problems of used- 
car buyers, and some new-car purchasers. 

Down payments are likely to be a little 
smaller for appliances, probably 10. per- 
cent down instead of the currently required 
20 percent. Payments will be stretched 
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out for car purchasers from the 18-month 
limit to an indicated 24-month period. 

The loosening-up may jab sales volume 
in a few soft spots. But as far as provid- 
ing a real trade stimulant, the customer 
will still be more interested in a good bar- 
gain than in easy payments. 


Odds & Ends. ‘he men’s clothing 
industry has long been discouraged over the 
lack of fashion interest by the average male, 
and so now the industry is putting on a 
campaign of advertising addressed to 
women—about how to get their men to 
dress better. E:ggs-by-the-pound are 
featured by a Connecticut farmers’ co-op, 
which claims that sales have increased 20 
percent. Jet-propelled automobiles 
and jet-propelled trucks are not here yet, 
but Boeing Aircraft thinks it has the an- 
swer in a newly developed pint-sized jet 
engine. Much bigger television pic- 
tures at much smaller prices is the promise 
of a newly-developed T'V set, to be mar- 
keted this year by a U. S. firm using British 
patents. Russia’s big airline, “Aero- 
fot,’ now ranks third in the world in mile- 
age traveled, with U. S.’s Pan-American 
and ‘TWA top of the list. Twenty- 
four dollars per Englishman will be the 
Marshall Plan’s contribution to Britain 
this vear, while ECA aid to France will 
average 10,000 francs (about $35) per 
Frenchman. . . . Shoes can’t come down 
In price as much as people would like, 
primarily because of the high cost of hides 
and leather. Lower-priced suits and 
coats may result from current experiments 
with lowest-grade wool fibers, but don’t ex- 
pect to see them for another three or four 
veats. CARE, packages now have a 
Russian competitor, which features one 
srade of horse meat for the masses and a 
juicier grade for the commie higher-ups. 

Pension or profit-sharing 2% now 
cover one out of every four U. S. work- 
ers, with more plans being po all the 
time. John Lewis can call a coal 
strike any time he pleases, but as usual no 
one knows what John Lewis will do. 





$15 billion 
$14 billion 


F RETAIL SALES & INVENTORIES 





HHH HEH 











eee Gon ee 








$13 billion 
$12 billion 


_— 


t] 
wid. } 











- a 
' 

















$11 billion 
$10 billion 


























$ 9 billion 











: 
i 





$ 8 billion 















































a 






































$V bilion 44 


ry 
Se) 
“J 








-200 


—s 


200 41 
ime . > a a 
Es e e 
oF 180 | 
 - ; - . ee ; ea > ; 














180 > > ++ = > 





























160 








160 
140 
4) tHe 
soo gett iil 
1946 




















ange pas 
A. 
> 
- 
a > ~~ 








200 4+ 
180 fii}! 
160 Fb 
M0 far I 
120 Jd 


roo get LL mul 
1946 











64,000,000 
62,000,000 
60,000,000 
58,000,000 
" 56,000,000 
54,000,000 
52,000,000 - 
50,000,000 






































140 i 5 } a ’ 4 
120 
100 









































1947 











: + " 
ti = | 
+ ’ t 1 i> 
' ‘ “F 
; 
r t-te 
| 
: a ex a 
: ; 
. + aaa Se ae ee ~~ 
; 
" +> * 4 > 7 oo —— 
, ' 
: ' ° 4 p 
' . T 
veo. 7" 7 "ve na t 












































: 














| 
1 
iB} 
am 


¥ 
Se 
4 











it 
i 


a . 
= = > 
fed 
' i P 
- 4 : s ‘ - 
AA 
4 ‘ +e 
- 4 A. 
- + ss t | 


| 09 a 
1947 1948 1946 1948 














iit 




















4 4 



































. > + i | 
|; a: 1] , - 4 . 1} - 4 
> = . 
-4 = 7 | > + 
&! ~ it T, P 
’ 







































































ul 


(a s 








EMPLOYMENT 


1947 


KIPLINGER MAGAZINE, March 1949 





HOW’S BUSINESS NOW? 


keep abreast of the trends 
with this monthly report 


SAPS WARTS EEN UE Hoty pr eeee tr Ee 8 Pr Te x Se ee cee TY 


USINESS took a double blow this 
winter and is still nursing the bruises 
as spring approaches. 

First, customers made it clear that their 
appetite for goods was nearly appeased. 
Retailers cut inventories and slowed up 
re-orders. And eventually, some manu- 
facturers cut production. 

Then came the second blow. The slack- 
off brought back seasonal trends unknown 
since pre-war. And in many businesses the 
seasonal trend is downward in winter. 

As a result, for the first time since 1939 
the wholesale price level has fallen be- 
low the level of a year earlier. And for 
the first time since the summer of 1946, 
the monthly index of industrial production 
has failed to show an increase over the 
same month of the preceding year. 

Hard times aren't necessarily coming. 
But super-good times are surely going. 


Healthy Note. Business has gone 
through a price-cutting, inventory-slashing 
period and come out unscathed. In 1920, 
after World War I, a 20 percent store- 
wide price cut by Wanamakers in Phila- 
delphia started a panic. Banks called in- 
ventory loans. Companies that had over- 
speculated in inventories went bankrupt. 


Retail Stores. [nm some cases, notably 
men’s shirts, manufacturers helped with 
January sales by absorbing part of the 
mark-down. But by February, there was 
nothing to do but buckle down and fight 
for regular business. Seasonally, Febru- 
ary is the worst month of the year. Wash- 
ington’s Birthday sales began years ago to 
provide stores with rent money. 
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One Good Break. Easter, coming on 
April 17, is late this year and gives stores 
a long period to push spring clothes. 


Women’s Clothes. In recent years dress 
shops have ordered their entire spring and 
summer stock early in the season. But this 
year store buyers ordered only 30 to 50 
percent of normal needs. “We'll re-order 
when we need more,” they told the jobbers. 

Note: Skirts are up—only an inch, not 
enough to make last year’s dresses obsolete. 


Coal. Because of mild weather in the 
East, next summer’s seasonal slump is al- 
ready here. A surplus of soft coal, screened 
to uniform sizes and carefully washed for 
use of home owners, is being sold at a 
discount to factories, offices and hotels. 


Farm Machinery. In many areas the 
farmer who frantically ordered a tractor 
from four dealers last fall now finds he 
can buy one off the floor. 


Paperboard. ‘This winter for the first 
time in eight frantic years paperboard and 
carton makers were able to give their ma- 
chinery a leisurely overhauling. 


Leather. High prices have slowed sales 
of luggage. And 35 percent of all shoes 
produced last year had non-leather soles. 
Tanners, caught between buyer resistance 
and high costs, have cut production. 


Large Electrical Appliances. Slow sales by 
manufacturers indicate a return to the pre- 
war pattern. In recent years, sales of re- 
frigerators, stoves and washing machines 
have been high all year round. Pre-war, 
such sales went hand in hand with resi- 
dential building, slowing down in winter 
and picking up again in spring. 

Other industries that have felt the win- 
ter slump are: crude oil, paper, tobacco, 
cotton, lumber and furniture manufactur- 
ing. ‘The buyer’s market has not only 
returned, but has worked its way back to 
the manufacturer. 
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ARE PROFITS T00 HIGH? 


ROFTTS are the sweets that businessmen work for. But how 
many sweets should businessmen have? Have profits been too 
high? 

The chances are that no answers to these questions will ever 
be found, at least none that will fully satisfy both management 
and labor—and the tax collector. 

Perhaps one reason why agreement cannot be reached is that 
some people have fallen into the bad habit of calling our system 
a “profit system.’”” Actually it should be called a “profit and loss 
system.” For, as any businessman knows, business is a gamble. 
Thus there can be no pat finding on the “right” size of profits. 

On one vital point everybody agrees: Profits as such are a good 
thing. Except for left-wing labor, which takes a dim view of 
so-called “high monopoly profits,” no one doubts that profits are 
what make the wheels of free enterprise go round. 

But beyond this basic meeting of minds, there is virtually no 
agreement. What comes under the heading of profits, anyway? 
How should profits be figured? What do we mean by “too” high 
or low? Finally, where should profits end up? Should they go 
to lower prices, raise wages, expand operations, replace equipment 
and inventories, pay dividends, or simply to hedge against rainy 
days? 

On all these issues the point of view seems to depend pretty 
much on where you sit. Management sees itself as the sole arbiter 
of profits because profits are the key to the ultimate success or 
failure of a business. And management, after all, is accountable 
for that business. 

On the other hand, labor claims a large share of the credit for 
producing profits, hence a voice on how profits should be used. 

The government is also interested in profits because taxes on 
profits form a sizable chunk of public revenues. 

These three separate interests theoretically exist at any time. 
But they conflict more sharply than ever today because there is a 
bigger profits pie to fight over. In 1946 corporations showed a 
profit after taxes of $12,800,000,000, in 1947 $18,000,000,000, and 
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in 1948 an estimated $20,000,000,000-plus. 

Are these partly book profits, as business 
claims, or real profits? Whatever the an- 
swer to this question, the plain fact is that 
profits figures stand at an all-time high. 

As long as they stay high or go higher, 
the debate will be hot and heavy. So it 
is important to know the ins and outs of 
the current conflicting arguments. 


How should profits be computed? By com- 
monly accepted definition, profits are what 
is left over after all the costs of a business 
are met. ‘There's not much argument over 
this definition. ‘The trouble begins in try- 
ing to decide what can be reasonably re- 
garded as costs. ‘Iwo main points are at 
issue here. 

First, consider inventories. Labor says 
today's inventories are higher in value, that 
inventory profits are as real as any other 
profits. Business counters by asking: But 
what happens when we go out to replace 
inventories today? Inflation has hit inven- 
tory prices along with all other prices. So 
we have to spend more money just to keep 
our stockpile where it is. And this increased 
cost of our stock in trade must be taken 
into account before we arrive at our profits. 

Second, consider plant and equipment. 
Obviously these are also assets. But, busi- 
ness asks, what happens when we have to 
replace them? ‘The answer: inflated prices 
again. Just to stay in the same shape, in 
terms of plant and equipment, we must 
spend more. And that increased cost of 
capital investment becomes another in- 
creased item to be deducted before figuring 
profits. 

This business argument concedes that 
some firms have met the problem of rising 
inventory costs by adopting the LIFO 
method of accounting. LIFO—short for 
Last In, First Out—means that in figuring 
the cost of its used-up inventory stocks, 
a company reckons the price it paid for 
most recently acquired stocks instead of 
the price paid for stocks acquired earlier. 

The use of LIFO for tax purposes has 
been approved, but the method has not vet 
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been widely adopted. Most companies still 
use the less complicated, more conventional 
FIFO (First In, First Out) accounting 
method. Also, LIFO applies only to in- 
ventories. No similar technique has been 
devised to take account of the higher cost 
of replacing plant and equipment—a depre- 
ciation problem. 

So, the argument goes on, failure to 
reckon higher inventory and depreciation 
costs makes profits look fatter than they are. 
Professor Sumner Slichter, noted Harvard 
economist, estimates that through “faulty 
accounting,” corporate profits in the past 
three years have appeared $16,400,000,000 
higher than they really were. 

Slichter and like-minded economists 
have thereby put the finger on the account- 
ing profession. Never before have its prac- 
tices been so challenged. In fact, these 
alleged accounting defects have given rise 
to a new term: “accounting income.’ 

Critics say that “accounting income’ 
does not allow for the shrunken dollar, and 
so is less in tune with today’s realities than 
“true” or “economic income.’ 

The accountants, a highly conservative 
lot, counter by cautioning against basic 
changes in their established methods. But 
they have suggested a way to show the 
profits picture more accurately. ‘That way 
would be to supplement a company’s for- 
mal figures with explanatory statements. 

Labor’s first comeback to all this has 
been to charge that criticism of accounting 
methods has sprung up only, because of 
sharply rising prices. Second,: labor asks 
whether such a question would occur when 
prices fell just as sharply. Third, labor 
disputes whether the “profit dollar’ has 
shrunk any more than the “consumer 
dollar,” the “wage dollar,” or the “tax 
dollar.” 


How should profits figures be interpreted? 
If all the debaters of profits united on a 
method for computing profits, that agree- 
ment would be a major miracle. But even 
with such agreement, there would still 
remain another puzzler. And that is: How 
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should the figures arrived at be interpreted? 

Suppose everyone agreed that corporate 
profits for 1948 were 18 billion dollars. Is 
this “high” or “low’’? 

Simple, says labor. Look at profits on 
the basis of a company’s net investment 
over the years. Viewed this way, profits 
are “high.” 

No, business replies. Look at profits on 
the basis of the sales dollar. Viewed this 
way, profits are “low.” For the average 
profit on every dollar of merchandise sold 
is now only between 5 and 6 cents. 

There is still another point of friction 
in interpreting the profits figures. ‘Taken 
simply in dollar terms, profits in 1948 were 
four times what they were in 1939. And 
wages three times their 1939 total. Labor 
naturally makes much of this comparison. 

On the other hand, business prefers to 
present the rise in profits in terms of per- 
cent of national income. Profits in 1939 
were 6.9 percent of a national income of 
$72,500,000,000. In 1948 profits were an 
estimated 9.2 percent of an estimated na- 
tional income of $221,200,000,000. And 
part of that increase in percent of profits, 
business points out, is the result of an in- 
creased volume of business. 


Is there a yardstick for profits? ‘Io de- 
termine whether profits are “too” high 
or low, or to find out what constitutes the 
“reasonable” profit labor has said it ap- 
proves of, a yardstick is necessary. ‘To 
date neither side has been willing to supply 
such a yardstick. Plainly, the answer de- 
pends on who's answering this question. 

If a company reports a 10-million-dollar 
profit for the year, an employe seeking a 
10-cent-an-hour wage raise might consider 
that profit “too high.” ‘The corporation 
president, having to spend 5 million dollars 
to cover the added costs of inventories and 
plant depreciation and perhaps planning 
another 5 million dollars for new expansion, 
would obviously regard it as “too low.” 

In other words, the question of whether 
profits are “too high” or “too low” must, 
to be accurate, go hand in hand with the 
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question, too high or too low for what? 
‘This question leads into the fourth major 
point in the debate about profits: 


What should profits be used for? Labor’s 
views here are terse: Let business put its 
profits into higher wages and lower prices 
to keep up mass purchasing power. Let it 
pursue, not “moderate production” at high 
prices, but “maximum production” at low 
prices. ‘This way, labor declares, business 
will still be able to realize a “reasonable” 
level of profits. 

Business rejects this notion. It says that 
spreading profits around by means of wage 
boosts and price reductions is not possible 
in view of far more essential uses for profits. 
Here are some of these uses: 
> ‘To encourage that intangible known as 
“incentive.” 

& ‘T’o cover the added costs of replacing 
inventories, plant and equipment. 

> ‘l’o be salted away for future emergen- 
cies, including depressions. (Labor replies 
that this view in effect invites depressions. ) 
> T'o keep government revenues flourish- 
ing, since much of the government's take 
comes from taxes on business. (On the 
other hand, business does not want this 
take to get any bigger.) 

> linally, to finance expansions. Business 
maintains that the market for risk capital 
has dried up, that to get money to expand 
it must plow back its own profits even 
at the expense of withholding dividends 
from its current stockholders. Labor snaps 
back by saying that risk capital is to be had, 
and that more could be had if more divi- 
dends were issued. Labor charges that the 
trend toward withholding dividends thus 
also fosters the growth of monopoly. 


This lively talk is no mere exercise in 
oratory. Out of the controversy each side 
gets ammunition for its own causes. Labor 
gets facts for its fourth-round drive for 
wage boosts. Business gets facts for its 
fight against higher taxes. ‘The tax collec- 
tor gets plenty of tangible sustenance. And 
the debate goes on. 
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SELLS ITS WORKERS 
ON THE U. S. BUSINESS SYSTEM 





KNERAL ELECTRIC is selling capi- 
fe talism to its employes with the same 
methods and intensity that it uses to sell 
refrigerators and electric stoves. 

What started out as an unorthodox pro- 
gram, to keep 200,000 GE employes satis- 
fied with their jobs, actually has developed 
into a crusade by the company in defense 
of the free-enterprise system. 

Almost two years ago GE’s management 
decided something was wrong with its 
employe relations program. ‘The company 
had been highly successful in selling the 
public on the value of its products and 
in inducing investors to put their money 
into the firm. But it had not been nearly 
so successful in winning that kind of favor 
with its workers. 

Lemuel R. Boulware, a super-salesman 
then vice president in charge of GE’s Afhili- 
ated Companies Department, reasoned this 
way: 

If modern market analysis, advertising 
and salesmanship could put GE’s products 
across with the public, they could do the 
same thing for GE, jobs with the workers. 
He was placed in charge of employe rela- 
tions, told to make the experiment. 

Here’s what he did: 

& I irst, he decided to treat GE 
a new product to be marketed. 

& Then, with help from opinion research 
firms, he analyzed the employes’ likes and 
dislikes about their jobs, got their ideas 
on what the “new product” ought to be. 
& Finally, he geared the company’s 15,000 
supervisors, who are in daily contact with 
the workers, to be the “retail salesmen” 


jobs as 
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of the new program. A 120-page manual 
guided them. 

What the workers wanted in their jobs 
followed a uniform pattern: good pay, 
good working conditions, good bosses, a 
chance to get ahead, steady work. But all 
tests showed that the workers already be- 
lieved they had “the best jobs in town.” 

The company concluded that what really 
was wrong, was that many of the workers 
were confused, discontented and reluctant 
to put forth their best efforts because thev 
had lost confidence in, or misunderstood, 
the whole business system. ‘This was so 
despite the fact that the system had given 
them, as a class, the highest standard of 
living in the world. 

Then and there Boulware decided that 
GE’s job-selling campaign had to be 
broadened. It would have to bear down 
heavily on re-education of the employes 
on basic facts about the U. S. economy, 
as well as about GE itself. ‘They had to 
be resold on the competitive system. 

Evident behind that decision was the 
fact that GE has to deal with the majority 
of its employes through the United Elec- 
trical Workers — largest left-wing CIO 
union. 

So, while 95 percent of the program 
effort was channeled through the super- 
visors, Boulware knew that something more 
had to be done. Workers are influenced 
in their opinions about business and politi- 
cal matters by their friends and neighbors 
more than by their bosses. 

GFE, therefore, had to get its message 
beyond the plant gates. So the company 
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bought advertising space in the local news- 
papers in its plant communities. “Other 
media used are the plant newspaper, Works 
News, which goes to 160,000 workers, and 
GE’s Commentator, which reaches a total 
of 25,000—clergymen, politicians, editors, 
educators and other “thought leaders’ 
throughout the country. 

Through such media, GE is hammering 
home a factual barrage about jobs, policies 
and what it believes to be the economic 
truths about many major issues. Among 
the subjects have been the high cost of 
food and housing, the third or fourth 
round of wage increases, and the possibility 
of further inflation. 

As a means of combatting inflation, the 
company even urged people not to buy 
its products if they could possibly do with- 
out them. 

In short, GE is fighting “ideological com- 
petitors’” with the same weapons it uses 
to win commercial markets. ‘The weapons: 
research, advertising and salesmanship. 

Orthodox personnel people are watching 
the GE performance with keen interest 


* * 


and have some doubts about the program’s 
chance for success. 

Some of them think, for example, that 
more subtle approaches to these problems 
must be used. ‘They fear that the constant 
deluge of information from the Boulware 
program may create a doubtful, even sus- 
picious, attitude among the very workers 
GE is trying to convert. 

Boulware, however, believes that more 
business leaders should adopt the same 
sort of program. ‘They have been tongue- 
tied too long, he says, on economic and 
political matters of vital interest to them- 
selves, their workers and the country. 

So GE is embarked upon a new kind of 
selling job, certain that it will be one of 
the most critical ventures in the company’s 
long career. Behind the drive is a con- 
viction that industrial workers must be- 
lieve in their jobs, in their companies, 
and in the whole U. S. system. 

Otherwise, feels GE, the day may come 
when such things as radios, washers and 
vacuum cleaners will be looked upon as 
mere relics of some lost civilization. 


* 


Better labor relations for Libbey-Owens-Ford 


HE Libbey-Owens-Ford Glass Company 
consults the Glass Workers (CIO) on 
management problems that most companies 
would say were none of the union’s business. 
This policy pays dividends both to the com- 
pany and to the union, according to the Na- 
tional Planning Association, which is making 
a study of the causes of industrial peace. 

When the union is told the inside facts 
about the business, the workers become 
aware of the problem of competition. Thus 
the union can see that Libbey-Owens-Ford’s 
various plants are competing with each 
other, that the company as a whole is com- 
peting with other glass manufacturers, and 
that existing production methods are com- 
peting with possible labor-saving changes. 
Result: the union has become almost as cost- 
conscious as management. 

Says a company official: “Good relations 
with the union enable us to introduce im- 
provements in technology that would be 
dificult to make without the help of a union 
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capable of representing the overall, long- 
range interests of the men in the plant. 
The union leaders know why we are doing 
these things. When they agree that they 
should be done, they can tell the boys in 
the shop why we're doing it and that it’s 
all right.” 

Says a union official: “Sometimes the man- 
agement calls me out to the plant and shows 
me a letter from Fisher Body saying they 
can’t use all the glass they thought thev 
could. Then thev sit down and tell me 
exactly what they think thev are going to 
have to do as a result. Finally, they ask 
me if I have any suggestions.” 

As a result, the union finds it easy to pro- 
tect the interests of its members. The union 
also gains prestige by always knowing what 
the company is doing. 

The company, for its part, welcomes an 
ally in its campaign to produce high-quality 
glass as efhciently and inexpensively as pos- 
sible. 
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TAXES ON THE RISE 


Get ready to foot your share of Truman’s big new budget 





AXES are going up. Not as much as 

the talk may lead you to believe. Not 
as much as Harry Truman wants. But 
unless a real recession develops, they will 
be higher. 

Which ones? How much? When? 
Nobody knows yet, Congress least of all. 
For the plain fact is that Congress is almost 
as unhappy about tax prospects as you are. 

Here’s a brief run-down of the current 
probabilities: 

& Corporations will pay more. 

& Gift and estate taxes will climb. 

& Individual income taxes are a toss-up; 
be ready for some increases later on. 

& Iixcess profits tax is unlikely. 

Pm Ixcise reduction, except for margarine- 
tax repeal, is out. So is that hoped-for 
revision of the Internal Revenue Code. 

But the outlook on tax legislation is not 
quite as clear as this summary may indi- 
cate. Why? Look at what Truman's 
congressmen face. 

First, their tax-raising job is naturally 
unpopular, one they would rather duck. 
No politician enjoys raising taxes—par- 
ticularly when his predecessors have 
promised to lower them. Increases will 
be hard to sell, because the reasons behind 
them are controversial. 

The cold war is not as close to the tax- 
payer as the shooting war was. ‘Those who 
voted for ‘Truman’s “fair deal” are not 
necessarily eager to pay for it. Now 1s 
the time to reduce the debt, but few peo- 
ple want to pay extra taxes to do so. 

Next, look at the budget. ‘Three quarters 
is tagged for defense, foreign aid, veterans’ 
services, and interest on the debt. Remain- 
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ing is about 10 billion dollars for every- 
thing else. ‘The 8lst Congress, carrying 
Democratic campaign pledges, finds these 
items almost impossible to trim. Extra 
military outlays may run the total higher. 

Now survey possible sources of new reve- 
nue. ‘The biggest single one, low-income 
taxpayers, is politically untouchable. 
Estates and high incomes do not produce 
enough revenue. Excises are as high as 
the trafic will bear. Which leaves the 
“obvious” source: corporate profits. 

But—. Are those profits artificially in- 
flated? How much can be drained out of 
them without halting needed investment, 
braking the production drive? Wall higher 
taxes turn a leveling trend into a skid? 
And just what is the trend? A stop on 
the way up? A tapering off? Or the start 
of a decline? 

Once the fire-eaters might have plowed 
ahead without asking. But not now. 
The 81st Congress does not want credit 
for a recession. If one is due anyway, it 
does not want the record to look as though 
it were responsible. 

So, as Congress wrestles with these difh- 
culties, the outlook shapes up this way: 

Uncertainty. Over actual ‘Treasury 
income—Truman used conservative esti- 
mates, so there may not even be a ‘49 
deficit. Over what new proposals will be 
enacted when at what cost. Conflicting 
evidence on business conditions and cor- 
poration incomes. Much argument about 
military needs, world conditions. 

Delay. The longer Congress stalls, the 
more it will know. Revenue figures will be 
coming in and appropriations made. Busi- 
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ness prospects and the national income pic- 
ture may get clearer. So there will be no 
hurry to act. Don’t expect a tax bill to clear 
Capitol Hill before June. 

Eventually, the higher taxes. But 
chances are that Congress will try to get 
out.from under this way: taxes hiked just 
enough to make a balanced budget look 
reasonably safe, with maybe a bit left OVET; 
then a prayer that continued prosperity 
and underestimated revenues will turn 
break-even into surplus. 

Here are some of the likely results viewed 
in terms of specific tax items: 

Excess profits. ‘There is still sentiment 
in favor. But Truman did not ask for it, 
congressmen are afraid of it. Business 
warnings made an impression, and such a 
tax is too hard to write and administer. 

Corporation rates. ‘The rule is that 
you get just under 300 million dollars every 
time you jack the rates a percentage point. 
Setting the top rate at 40 percent, instead 
of the current 38, and adjusting lower ones 
accordingly, should net about half a billion. 
That is rock bottom. But Congress will 
hardly push the rate up much more than 
5 or 6 percent, for a billion and a half plus. 
Conditions are too touch-and-go. And 
lawmakers realize that these taxes put the 
heat on all business, booming or not. 

Individual rates. Congress will not 
touch them unless it has to. But higher 
rates in the upper brackets may come next 


* 
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Double-check your 


E'T'TER double-check your income tax 

return this year. The Bureau of In- 
ternal Revenue has retooled its audit pro- 
gram to give personal returns, as a group, 
their toughest going-over since income taxes 
were invented. 

The significant new features: 

> A special set of at least 150,000 indi- 
vidual returns, picked scientifically to yield 
a cross-section of the whole taxpaying pub- 
lic, will be checked. Previously, agents con- 
centrated on top-bracket and fishy-looking 
returns, tended to dismiss the smaller fry 
with only random checks. But from now 
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year if the spending level stays high. In- 
come-splitting will not be eliminated, 
though there may be talk of canceling its 
benefits with a special surtax schedule. 

Gift and estate taxes. Going up be- 
cause they are remote from the average 
taxpayer and, like lightning, seldom strike 
twice. But they yield, at high rates, only 
about three quarters of a billion a year. 
So to produce revenue, boosts must be 
painful. 

Excises. Almost everybody wants to 
cut them. But they provide nearly a fifth 
of government income, and it is hard to 
tinker with one and not another. So, 
except for margarine, they will stay about 
as 1S. 

Capital gains. ‘The holding period 
might be lengthened. But, since it would 
involve a lot of argument and not much 
money, Congress probably will not fuss 
with it now. 

Tax code revisions. Most technical 
changes pending would cut revenue—only 
a little at each point, but a tidy total. Then 
too, this Congress has other things more 
on its mind. Carry-forward of losses 
might come later. Penalty-tax revisions, 
replacement-cost depreciation, elimination 
of double taxation of dividends are out. 

The new Congress is on the spot—want- 
ing to spend, forced to pay the bill. It 
will probably take Truman’s way out and 
raise taxes. 
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income tax return 


on samples will also be examined in all in- 
come brackets. 

> Agents will have more data to help their 
checking. Such data includes newspaper 
clippings, court records, reports of bank 
transactions, etc. These are being routed to 
files in each collection district, where they 
can be matched against returns. ‘This kind 
of cross-checking is old, but the new ready- 
reference filing system will make it much 
more effective. 

> More screening of returns will be done 
outside of Washington, in field offices 
familiar with the local scene. 
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HOTEL MEN HAVE THE JITTERS 


— business 15 sagging and costs are soaring 
Oc oO fo’ 





HI: cheery room clerk and the solicit- 
Hous hotel manager are back, but don’t 
let the good humor fool you. Hotel men 
are engaged in a desperate, and perhaps los- 
ing, struggle to keep their operations profit- 
able. 

Their chief concern: Hotel occupancy is 
steadily falling off while operating costs are 
still going up. If both trends are sustained, 
hotels soon will start to lose money—per- 
haps by the end of this year. 

There are 15,000 hotels in the U. S., with 
112 million rooms. 
ages about 87 percent. ‘This is higher than 
pre-war, but 3 percent down from 1947 and 
5 percent below 1946. Meanwhile, the 
occupancy break-even point—once only 65 


Occupancy now aver- 


percent—has soared to 84 percent. 

So the profit margin is slim, and getting 
slimmer every day. And hotel people are 
asking themselves: When do we send out 
for fresh supplies of red ink? 

Moreover, hotel owners and managers 
realize that present profits stem from two 
purely temporary conditions: 

Business, generally, is still in good shape. 
Salesmen and management personnel are 
moving around the country and doing a 
good job of filling the rooms. 

Houses still are in short supply and long 
demand. Many people have been forced 
into hotel accommodations who might 
otherwise live in houses or apartments. 

To prepare for a business slump and an 
easing of the housing shortage, the hotels 
are pushing forward a great rehabilitation 


and modernization program. Since 1946 


KIPLINGER MAGAZINE, March 1949 


they have spent 2 billion dollars on im- 
provements. With these substantial funds, 
the hotels have: 

& Converted large non-productive lobby 
areas into revenue-producing offices, shops, 
restaurants and bars—thus tapping every 
possible source of income. 

& Mechanized kitchens and installed more 
efficient office equipment to offset labor 
costs. 

& Paid special attention to tightening up 
dining room operations, which often cause 
a heavy drain. 

At the same time the hotels are putting 
on a drive to increase week-end occupancy. 
On Saturdays and Sundays most hotels 
are only half occupied. Any slide-off in 
this week-end occupancy could throw them 
below the break-even level. ‘Tourists, as- 
sociations and large corporations therefore 
are being urged to make week-end use of 
facilities. 

Underlying the hotel man’s fears is the 
vivid memory of what happened to his 
business during the depression. By 1932, 
four out of every five U. S. hotels were 
in the hands of courts, receivers, or trustees. 
Ownerships were changing so rapidly that 
accounting firms could hardly keep ac- 
curate records of the turnover. 

The larger the hotel, the harder the blow 
fell. Hotel New Yorker, largest in New 
York City, went into receivership as soon 
as it opened its doors. The fabulous 
Waldorf-Astoria, built in 1931, lost 4 mil- 
lion dollars its first two years. 

Once down, the hotel industry had a 
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tough time getting to its feet again. Most 
hotels did not fight back to the break-even 
point until 1936, and it was six more years 
before they began to show a decent return 
on investment. Few other U. S. businesses 
sank so low or took so long to snap back. 

But out of the chaos came several valu- 
able lessons. And because he has learned 
them, the hotel man can face the uncertain 
future with at least a small measure of self- 
confidence. 

First, wildcat financing by men who 
knew nothing of the complexities of hotel 
operation is a thing of the past. Builders, 
too, are relying on risk capital rather than 
borrowed money. ‘They no longer count 
heavily on land appreciation, without pro- 
viding for building depreciation. 

All this is part of the realization that a 


hotel is not a mere real estate investment, 
but a business. A business, however, that 
is basically different from most others. For 
a room which goes unsold today has no 
markdown tomorrow; that revenue is lost 


forever. ‘The room supply, once created, 
remains static. Only the demand fluctu- 
ates. 


As a result, new construction is proceed- 
ing cautiously. Room demand is being 
measured. Such matters as competition, 
location and utility architecture are being 
studied long before any fund-raising efforts 
begin. 

The next time you check into a hotel, 
the courtesy may bowl you over. But 
remember that behind the good manners 
lurk fear and worry. The hotel men have 
the jitters. 


NEW TRENDS IN HOTEL CONSTRUCTION 


HOTEL MEN who are looking ahead see 
some new construction trends: 

For one thing, hotels will be smaller. 
The 1000-roomers have become impractical. 
Their giant heating and plumbing plants, 
their vast staffs bite too deeply into profits. 
Relatively, hotels with 200 rooms or less 
seem to be the most profitable. And even 
a well-run, 50-roomer can make good money. 

Another forecast is that hotels will spring 
up along the highways, 5 and 10 miles from 
the big cities. Car-traveling businessmen 
and tourists will benefit by “being able to 


find rest without plowing through a maze 
of downtown trafhc. ‘These refined motor 
courts will have 75 or 100 rooms, and be 
as well equipped as any in-town hotels. 
Construction costs are so high that only 
20 new hotels are being built throughout 
the country. Fourteen of them are Pong 
up in Florida, seven in Miami Beach alone. 
At present rates for labor and materials, 


it costs a minimum of $12.000 to build 
each room. ‘This means that, even with 
full occupancy, it takes years for a room 


to begin to pay off. 


BEFORE YOU INVEST IN A HOTEL... 


WATCH vour step before investing any 
money in new hotel construction. The 
American Hotel Association suggests that 
it would be wise to: 

> Get a market analysis from 
hotel accounting firm. 

> Let the organization that made the analy- 
sis guide you as to size, type and character 
of hotel to be invested in. 

> Carefully examine any estimate of the 
hotel’s potential earning power which is 
based on an assumed high annual occupancy. 


q reputable 
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> Make adequate allowances for the new 
hotel’s competition from existing hotels 
which may have lower capitalization and 
fixed charges. 

> Be sure the new hotel is soundly financed. 
> Be sure that plans and specifications are 
made and supervised by an experienced hotel 
architect. 

© Determine whether or not the actual man- 
agement of the business is to be placed in 
the hands of competent operating and man- 
agerial personnel. 
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HOW A SMART NEWCOMER 
CRACKED A TIGHT MARKET 





HE cliquish vac- 

uum cleaner busi- 
ness —long dominated 
by a few big companies 
—has been “cracked wide open by a new- 
comer who, two years ago, had never made 
a cleaner. 

The startling newcomer is the Lewyt 
Corp., for 60 years a contract manufacturer 
in Brooklyn, N. Y. Lewyt rhymes with 
‘do it,” and what the company is doing in 
the cleaner field has the old timers search- 
ing their dictionaries for new definitions 
f “know-how” and “salesmanship.” 

In its first year’s operation—August 1947 
to August on ewyt: 
© Sold 100,000 pees 
i Peandhiood 6000 dealers. 

& Amassed Sallion dette backlog of 
retail orders. 

> Moved into an enviable position among 
the more than 20 cleaner-producing com- 
panies. 

The results indicate that other small new- 
if intelligent and aggressive, can 
‘crowded” 


comers, 
equal Lewyt's feat in so-called ‘ 
or “sewed-up’’ fields. 

Not content with its accomplishments 
so far, Lewyt this year expects to double 
its sales, run up its dealerships to 8000, 
and build an even hotter fire under the 
leaders—Hoover and Electrolux. It prob- 
ably will turn a net profit on the cleaners, 
too—no mean feat for a_ two-year-old 
operation. 

What is the basis for Lewvt’s success? 

First, the company had the vision to see 
that the vacuum cleaner business needed 
a new and virile producer. Second, having 
decided to make a completely new prod- 
uct, the company proceeded with bold- 
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Tne Lewyt Corporation is 
raking things hum in the 
vacuum cleaner business 


ness and determination 
toward its goal. 

In 1939 Lewyt was 
comfortably producing 
several million dollars worth of products 
and parts annually for well-heeled custo- 
mers. During the war the Lewyt gross, 
propelled by heavy Navy contracts, scared 
to 15 million dollars. But young Alex M. 
Lewyt, who had taken over direction of 
the business 15 years before, was anxious to 
get into straight consumer production dur- 
ing the post-war years. ‘The question: 
What to produce? 

The answer came when least expected. 
One day Lewyt was inspecting the assembly 
line of a Navy cleaning device. One of 
the workers remarked: “It would certainly 
be nice to have a cleaner like this around 
the house.” Lewyt heard the comment, 
hastened to his office, and went to work 
on the idea. 

Surveys showed that vacuum cleaners 
were high up on the post-war dream-list 
of the average U. S. housewife. She 
wanted: a cleaner that was quiet, power- 
ful, easy to use and easy to store; a cleaner 
that eliminated the messiest job of house- 
cleaning—emptying the dust bag. 

Other surveys revealed that the 45-year- 
old vacuum cleaner business was in the 
doldrums. For more than 20 years only 
half the potential market had been tapped. 
Refrigerators, washing machines and radios 
all had expanded their markets. But 17 
million wired homes still lacked vacuum 
cleaners. 

One of the main reasons for this situation 
was that dealers never treated cleaners as 
major appliances, but regarded them as 
sideline items. The dealers made little 
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attempt to sell them, often kept them in 
the basement or in an inconspicuous place 
on the sales floor. In Lewyt’s words: 
“Vacuum cleaners had been bought but 
they had never been sold.” 

Lewyt figured that a good cleaner could 
penetrate the tight field if it were mer- 
chandised with imagination and forceful- 
ness. A leading industrial designer went 
to work on styling. One of the top mer- 
chandising men in the appliance field— 
Walter J. Daily, a veteran of General Elec- 
tric and Bendix—promoted the product. 

Tooling began early in 1947. Just four 
months later, in July 1947, the first models 
came off the line. ‘Then came the dramatic 
results which neither Lewyt nor Daily had 
fully anticipated. 

True, Electrolux and Hoover still make 
nearly half of the 3¥%2 mullion cleaners 
produced annually, but the amazing fact 
is that Lewyt already is slugging it out 
with such staid stand-bys as Westinghouse, 
Eureka and Premier. 

Specifically, how has Lewyt done it? 


Good Product. Lewyt has replaced the 
messy dust bag with a cyclone dust sep- 
arator, paper filter, and cloth filter. All 
three are triple insurance that no dirt can 
get back into the room. ‘The section which 
accumulates the dirt is called the “dust 
bowl,” and is emptied like an ash tray. 

The whole device weighs 16 pounds and 
can be tucked away into a dust-tight con- 
tainer about the size of a hatbox. 

Tests made by the United States Test- 
ing Co., a private organization, showed 
that the Lewyt cleaner picks up 18 to 
55 percent more dirt than four leading 
cleaners. Lewyt also rated first in other 
tests. 


Smart Salesmanship. Cleaner manufac- 
turers have never known how to get dealers 
to make the most of the demonstration. 
Cleaners are often unwieldy and unattrac- 
tive. They do not function with the mere 
flick of a knob, as do radios and washers. 

To surmount this obstacle, Lewyt de- 
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vised what it called the “Market Place,” 
a demonstration stand for stores consist- 
ing of a carpeted platform stretched before 
a sturdy, rigid backdrop. On the backdrop 
are listed the Lewyt’s outstanding qualities, 
each of them illustrated. ‘The cleaner it- 
self can be demonstrated in ten seconds. 
In essence, the Market Place is a store 
within a store, a special area for Lewyt 
cleaners alone. | 

Within 48 hours after a sale, Lewyt fol- 
lows up with a home demonstration on how 
the cleaner can best be used in the pur- 
chaser’s particular house or apartment. 
Such demonstrations not only insure custo- 
mer understanding of the use of the 
cleaner, but also enable the dealer to col- 
lect the names of four or five more pros- 
pects from the satisfied users. 

Lewyt officials claim that the policy of 
one model at one price—$79.95—also has 
sales value. Customers, they say, can be 
confused, rather than captivated, by too 
many models and too many prices. 


Bold Promotion. Lewyt claims to be the 
only vacuum cleaner company with a com- 
plete, hard-hitting, well- planned merchan- 
dising campaign behind the product. 

The company, its distributors and_ its 
dealers already have spent more than 112 
million dollars in product promotion. The 
Lewyt name is being plugged in magazines, 
newspapers, on radio, television, outdoor 
posters, car cards, and in showings at fairs 
and exhibitions. 


The influence of the Lewyt story is far- 
reaching. ‘The company’s actions have 
forced other cleaner manufacturers to exam- 
ine their own operations. An entire indus- 
try has been forced to meet the challenge 
of fresh competition. ‘Thus producers and 
customers alike will benefit. 

In addition, Lewyt offers solid proof of 
this fact: That an outsider can break into 
an established field, no matter how cramped 
it may look, and profitably make and sell 
a new product—provided he has courage, 
vision and ambition. 
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AROUND THE COUNTRY 





Special reports of local happenings 


from readers and other correspondents 





Langes Corners, Wis.—Steve’s Cheese. 
Fewer than 100 people live here. But one 
man in this town is known in every state, 
most European countries and the Pacific 
islands. He is Steve Suidzinski. And he 
makes Steve’s Cheese, a product that 
climbed from 80,000 pounds in 1916 to 
about a million pounds last year. 

Steve, a Langes Corners native, decided 
at age 16 to make the best cheese in the 
world. A year later he opened up his busi- 
ness in a tiny plant. ‘Today his cheese 
comes from a new and modern plant and 
is grabbed at premium prices. 

Duri ng holiday seasons Steve and a 
dozen employes work 18 hours a day fill- 
ing orders. ‘The cheese goes to bankers 
and clerks, workmen and industrialists all 
over the world. 

Tourists on the highway near the plant 
sometimes buy $250 worth a day. Once 
Steve made a 5200-pound cheese, requir- 
ing 55,000 pounds of milk, and sent it on 
a nation-wide tour. 

His formula for success is simple: Make 
your product good and your customers will 
want more. Steve insists that farmers bring 
him only milk of top quality. No cheese 
leaves Steve's plant without personal in- 
spection. By simply featuring quality 
Steve has won all kinds of prizes and has 
also brought Langes Corners an industry 
with prestige. 


Salem, Ore.— High cost of legislating. 
Legislators meeting in this small, state 
capital are sore. They claim that Salem 
landlords and restaurateurs are gouging 
them. ‘They point angrily to their con- 


KIPLINGER MAGAZINE, March 1949 


stitutionally-fixed subsistence allow- 
ance of $8 a day. And they sug- 
gest that it is not impossible to move 
the capital to some community 
where they can live more cheaply. 

This is news, but not necessarily 
unusual news. State legislators gen- 
erally are underpaid. And they al- 
most invariably feel that the busi- 
nessmen of the capitals fleece 
them. 

Legislators here point to specific in- 
stances of price rises on the day the Senate 
and House convened. The Salem Cham- 
ber of Commerce, on the other hand, 
claims the instances are isolated. But in 
a frank defense of price hikes while the 
legislature sits, one motel operator says: 

“Resort proprietors clean up during the 
summer rush, so why shouldn't we clean 
up during the legislative rush? And if the 
legislators cannot afford big rents, the 
lobbyists certainly can. And there are a 
lot more lobbyists in Salem than legis- 
lators.” 

Salem people take philosophically the 
talk of moving the capital. ‘They call it 
temporary w rath. They realize that Salem 
is the constitutional capital, that change 
can come only by vote of the people and 
not by outcries of legislators who are angry 
over charges for bed and board. 


Denver, Colo.—West’s reward. ‘The West 
will mince no words in asking reward for 
so powerfully supporting President Tru- 
man’s candidacy. ‘There is strong talk 
already for more public power, among 
other things the administration can give 
to this section of the country. 

The U. S. Bureau of Reclamation has, 
indeed, programmed expenditures of 3 bil- 
lion dollars more in the next six years, sub- 
ject to congressional appropriation. For 
the sum, the bureau says the nation could 
have a total of 6,500,000 kilowatts of west- 
ern hydro-power against the present 2,300,- 
000, or a yearly supply of 30 billion kwh 
against the present 12 billion. There could 
be 2 million more acres of newly irrigated 
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land, plus supplemental water for 3,600,- 
Q00 acres, and annual crop returns of a 
billion dollars or more, compared to a half 
billion now. 

The power would no doubt be public 
power. Since the election, administration 
spokesmen have said they want nothing 
short of: (1) power generated by pub- 
licly owned turbines at publicly owned 
dams; and (2) its transmission over fed- 
erally owned transmission lines to points 
where publicly operated systems may take 
it off. 

This does not mean the adoption of 
valley authorities in the West. Forces op- 
posing such authorities here are strong. 
And the feeling is deeper than is _ na- 
tionally realized. 


San Francisco, Cal.— Helicopter parking. 
This city is awakening to the helicopter 
as a bringer of business. ‘The Chamber 
of Commerce has asked city officials to 
select some downtown sites as landing 
areas. ‘The request will probably be echoed 
in hundreds of cities in the next few years. 
As advocates put it here: If helicopter 
operations are to succeed in the Bay Area, 
locations must be found where operators 
can land passengers wishing to do business. 


Dover, Mass.— Sun heat for homes. A 
test of whether a solar heating plant is 
possible in a dwelling this far north is being 
made by a scientist here. If the test suc- 
ceeds, householders may eventually say 
good-by to furnaces and conventionally ex- 
pensive heating devices and look to the sun 
for winter warmth. 

The experimenter is Dr. Anthony Neme- 
thy. This area is the last northern out- 
post where the sun’s rays are strong enough 
to maintain constant temperatures up to 
70° inside when the mercury is as low as 
zero outside. 

Based on the fact that on a bright day 
75 percent of the sun’s warming rays can 
be picked up by a large window expanse 
with a southerly exposure, the invention 
works this way: 
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The solar heating unit, which cost 
$3000, has been built on the roof of this 
five-room house. The unit consists of an 
800-square-foot black metal sheet erected 
behind two glass plates separated by an air 
space. ‘These glass plates trap the heat and 
reflect it to the metal sheet. 

Back of the metal sheet air circulates in 
insulated ducts. ‘The air is warmed by 
heat picked up from the metal sheet, and 
this warm air is fanned through pipes to 
bins located at strategic places in the 
house. 

These heat bins are connected to regis- 
ters having outlets in the thermostatically 
controlled rooms. Warm air, stored in the 
bins at 90 degrees, is blown through the 
registers as needed. 

Kach bin contains 285 five-gallon cans 
of sodium sulphate dekahydrate, a cheap 
chemical which melts as the heat is stored 
and solidifies as heat is given off. 

This solar heating system is inexpensive 
to operate. In fact the sodium compound 
will easily last as long as the house does. 
Enough heat can be absorbed during a few 
hours of sunshine to warm the house for 12 
days. 

And what if the sun doesn’t shine for 12 
days? But there have never been more 
than six consecutive sunless days in this 
region. Solar houses are not new. But 
this is the first house which depends en- 
tirely on solar heat. 


Annapolis, Md.— Significant bridge. Com- 
pletion of work on the toll bridge between 
Annapolis and Maryland’s Eastern Shore 
is expected by late 1951. The structure, 
plus another to be erected over the Dela- 
ware River at New Castle, Del., is of more 
than local significance. Motorists heading 
south from New York City will be able to 
by-pass all large population centers. Con- 
sequently, many tourists’ dollars will be 
missed by Trenton, Philadelphia, Wilming- 
ton, Baltimore, Washington and An- 
napolis. 





> Write us of goings on in your town. 
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Now Avatlable: 
340.000 Skilled Workers 





ANT to know where there are 
340,000 skilled workers, many of 
them capable of filling hard-to-fill jobs? 

They are in the DP (Displaced Person) 
camps of Europe. All 340,000 have been 
classified and tested for working. skills. 
About 85 percent are under 45. They're 
healthy. There’s no question of their 
loyalty to democracy. 

They are more than eager to start again 
to live lives that were disrupted when they 
were herded into Hitler’s slave battalions. 
Many fled intolerable post-war regimes. 

The United States has opened the door 
for 205,000 of these people. ‘The machin- 
ery for bringing them in is all set up. But 
they must get here before July 1950. 

Now, it’s pretty much up to employers 
and the American people generally. 

Who are the DP’s? ‘The largest num- 
ber are of Polish origin. ‘The next largest 
group comes from the Baltic states. Next 
in numbers are the Ukrainians and Yugo- 
slavs. About one fourth are Jewish. 

Since the war, the DP’s have been scat- 
tered in more than 600 camps in Italy and 
in the western zones of Germany and Aus- 
tria. The International Refugee Organi- 
zation, a specialized agency of the United 
Nations, runs the camps. But most of the 
money comes from the U. S., and the 
DP’s have been relatively well cared for. 

Even those who emerged from concen- 
tration camps are no longer wasted, with 
staring eyes. Like the others, they have 
filled out and flourished. If mixed with 
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a crowd in the Chicago Loop you probably 
couldn't pick them out. 

And their skills have not rusted away. 
They've done the camp baking, teaching, 
nursing, truck-driving. Many have at- 
tended technical training classes, learning 
the workings of American machinery. 

Under the Displaced Persons Act of 
1948, preference for entry to the U. S. must 
be given to agricultural, household, con- 
struction and garment workers, to those 
with special professional qualifications, and 
to relatives of American citizens. 

Only 2500 DP’s came here in the first 
six months of the act—but there are plenty 
who fill the bill specified by Congress. 
Among the 340,000 are 75,964 agricultural 
workers, 25,826 clothing, 12,567 construc- 
tion, 14,339 household, and 30,437 profes- 
sional workers. A detailed break-down of 
occupational skills is given in a 35-page 
booklet published by IRO. 

No DP may come to the United States 
unless a job and home are waiting for him 
and his family. All assurances of jobs and 
homes must be routed through the Dis- 
placed Persons Commission, appointed by 
the President. 

So far, most of the rounding-up of homes 
and jobs has been done by religious and 
nationality groups. But the commission is 
receiving an ever-growing number of re- 
quests from citizens-at-large, particularly 
from prospective employers in need of 
skilled workers. 

New York garment manufacturers wired 
an urgent request for 200 clothing workers. 
Another New York firm wrote for wig 
makers—a fast disappearing trade in this 
country. An association of Texas cattle- 
men wanted cattlemen, blacksmiths, cooks, 
boot and saddle makers. A Mississippi 
cotton grower who had jobs for 69 DP’s 
from the second boat, now needs more 
workers. 

It's still not too late. Anyone wanting 
to sponsor a DP may obtain the necessary 
forms and information from the Displaced 
Persons Commission, 718 18th Street, 
N. W., Washington 25, D. C. 
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OUR DENTIST is one of the most pros- 

perous men you know. If he is average, 
he nets $8000 a year. Before the war his net 
income was $3500. ‘That’s a big increase, 
nearly 130 percent. 

But unless he is an exception, your dentist 
has not gotten it by gouging. 

In fact, a dentist’s fees have gone up only 
50 percent since 1940. He makes more money 
because he treats more patients. In business 
jargon, his volume is so high he has been able 
to keep his unit price down. 

Dentistry is not a business, of course. It’s 
a profession. But like a business, it has en- 
joyed a tremendous post-war demand. ‘The 
reasons: Millions who could not afford to 
have their teeth fixed in pre-boom days can 
afford to now; others first learned about the 
need for dentistry while in the armed forces. 
Result: many dentists are booked solid for 
months ahead. 

To meet this increased demand, dentists 
today work at pretty near maximum capacity. 
Take a dentist in his late forties. ‘The maxi- 
mum number of hours he can work, and still 
do a good job, is about 53. ‘Today he works 
about 51 hours a week, or 96 percent of 
capacity. ‘That percentage is as good as the 
steel industry’s. 

Dentists increase their capacity by new 
methods. For example, the less time a dentist 
spends tying a bib on his patient and adjusting 
the chair, the more time he can spend actually 
working on teeth. Thus many a dentist who 
used to work alone has now hired an assistant. 
By himself, the average dentist sees about 
39 patients a week. With an assistant he sees 
about 53. 

Dentists also increase their efficiency by in- 


the battle against 


F you are overweight and have relatives 
with diabetes, better be careful. These 
facts do not mean that you will develop 
diabetes. But the chances are better than 
average that you may. You ought to re- 
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working hard, doing well 


stalling extra chairs. With two chairs, the 
dentist works on one patient while the assist- 
ant prepares the next patient. With an as- 
sistant and one chair, the dentist treats 
about 53 patients a week; with two chairs he 
sees 64; and with three chairs, 69. 

Does your dentist still use a footpump to 
raise your chair? If he does, the dental equip- 
ment manufacturers have him on their pros- 
pect list for a motorized chair. Pumping up 
the chair can be as tiring as walking up 
38 steps. 

Most dentists work standing up. But to- 
morrow’s dentist will not have to worry about 
his legs giving out. Equipment makers have 
recently come up with an adjustable stool that 
will hold the dentist close to the patient’s 
mouth. 

These labor-saving devices help dentists 
take care of most of the demand from people 
able to pay for dental care. But there are 
millions too careless or too poor to have their 
teeth fixed. In fact, Americans as a whole 
get less than a third of fillings and bridgework 
needed for good dental health. 

Even with the new treatment for prevent- 
ing decay of children’s teeth, there won't be 
a surplus of dental capacity for years. This 
year’s crop of 1800 new dentists will barely 
replace the 1500 who will retire. This short- 
age of new dentists is partly due to the fact 
that Selective Service Boards were unable to 
give deferments to pre-dental students. 

The American Dental Association says new 
schools at the universities of Washington and 
Alabama will speed up training of dentists. 
Meanwhile, those practicing are working hard, 
treating more people, and also making a 
mighty good living. 





gard these facts as a danger signal flashing. 
And stop and check your health. 

About 1 million Americans have diabetes 
and know it. Probably another million also 
have it, and don’t know it. 
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The symptoms of diabetes are fatigue, loss 
of weight, hunger that food doesn’t satisfy, 
excessive thirst. If nothing is done, coma 
and certain death result. 

Although diabetes ranks eighth among the 
causes of death, there’s no other major dis- 
ease which can be treated so successfully, or 
so specifically. With insulin and other aids, 
diabetic children now can grow to full size 
and vigor. Formerly few survived, and their 
growth was stunted. Adults can live nor- 
mally. ‘They can choose any job, even one 
with minor occupational hazards. 

In the last few years it has become possible 
for diabetic women to bear normal, healthy 
babies. And diabetics can live long. Dr. 
E. P. Joslin, world renowned authority on 
the disease, has gone so far as to say “‘a death 
from diabetes is no longer allowable.” 

This highly optimistic outlook has come 
about because medical science now has con- 
quered most complications of diabetes. Dia- 
betes still can affect the blood vessels of the 
eyes, kidney and heart, but new methods of 
treatment are lessening these dangers, too. 

But damage can be held to a minimum or 


may never develop if diabetes is discovered 
early and treated. Now, for the first time, 
the country has a means of finding it early. 
The United States Public Health Service has 
developed a simple screening test that quickly 
sifts out the non-diabetics, and points to the 
diabetics. ‘This test can be used for whole 
populations. At Oxford, Mass., for example, 
70 percent of the town’s 4983 people were 
tested. 

The American Diabetics Association has 
started a campaign to persuade all cities and 
counties to undertake these tests. Once the 
diabetics are found, the plan is to follow up 
with clinics, clubs, camps for children, and 
other aids that teach the diabetic to live 
easily with his handicap. 

Since diabetes is partly hereditary, people 
who have it are advised not to marry those 
with a long family history of the disease. 
Chances are they would have diabetic chil- 
dren. 

Regardless of family background, the dia- 
betes authorities look with complete disfavor 
upon excess weight. ‘Thus they warn: “Don’t 
get fat.” 


ONORSES are needed ur ‘gently 


HE national shortage of nurses, already 
chronic, is becoming acute. As a result, 
ome hospitals are completely closed, others 
are partly shut down, and still others are 
wondering how long they can keep going. 

The supply of nurses is not shrinking; the 
U. S. has more of them than ever belbre. 
But the demand for nursing services has in- 
creased tremendously. For example: _ last 
year hospitals received 62 million more pa- 
tients than they did 10 years ago. 

There are 318,000 nurses in the country 
now. At least 42,000 more are needed im- 
mediately to administer minimum care to the 
country’s sick and hospitalized people. 

Unless drastic action is taken, the short- 
age will grow worse. For the U. S. is em- 
barked on a huge hospital building program. 
Public health projects are increasing. Indus- 
tries are starting their own health programs. 

Such activitv creates a great new demand 
for nurses. By 1960 the nation will require 
at least 443,000 of them. 

Fortunately, nursing school enrollments are 
going up again. In 1946 there were only 
30,900 beginners. This year about 40,000 


students will start training. 
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Many of these students will attend small 
schools, some with fewer than 20 students. 
This means high costs and great difficulty in 
maintaining full faculties. ‘The new national 
health program will urge that training be 
concentrated in colleges and large hospitals. 

Student nurses then would be sent out to 
small, cooperating hospitals, and thus gain 
broad practical experience. 

More practical nurses are being trained to 
do the less complicated, non-professional 
work. Many of the best ones enter hos- 
pitals where they supplement the work of 
the professional nurse, and release her for 
duties that require highly specialized train- 
ing. Formerly most practical nurses worked 
in the home, taking care of the household 
as well as the patient. 

Some of the best new schools of practical 
nursing have been established in vocational 
high schools. In Michigan, the State De- 
partment of Education and the nurses’ asso- 
ciation set up six of these schools. 

Nurses are urging that all states require 
the licensing of practical nurses. Only 21 
states now provide for such licensing, and only 
a few make it compulsory. 
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ON THE CHANGING TIMES 





HE PEACE OFFENSIVE of the Rus- 

sians apparently is intended to cool oft 
the cold war to just below the boiling 
point. 


BABY SITTERS in some cities have 
formed unions and it won’t be long now 
until they ask for old-age pensions—half 
of the contributions to come from their 
own earnings and the other half, doubtless, 
from the babies’ piggy-banks. 


A FRIEND OF OURS named Ira Smith 
decided to write a book on baseball. He 
needed a collaborator, so he hooked up 
with H. Allen Smith. The book will be 
published by Doubleday this spring and 
undoubtedly is headed for the best-seller 
list, with the sure-fire ingredient of baseball 
and the sure-fire authorship of Smith & 
Smith. 


MODERNIZATION NOTE: A_nine- 
year-old asked her father for a quarter to 
put in her savings bank. He asked her how 
a few pennies would do, and she replied: 
“Oh, pennies just aren't worth saving any 


more.” 


FAIR TRADE PRICES are retail prices 
fixed by the manufacturer, and never re- 
duced during special sales. This was ex- 
plained to a neighbor of ours who was in 
a store shopping for a suitcase, looking for 
a bargain and not finding it. He left the 
store, telling the saleslady politely that 
what he was looking for were some unfair 
trade prices. 


RADIO PRIZE CONTESTS have 
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gained many listeners, including the tax 
collector. The Bureau of Internal Rev- 
enue’s booklet of instructions to taxpayers 
contains many bits of useful knowledge, 
including this definition, which takes note 
of the changing times. 

“The concept of income is broad. It in- 
cludes almost everything. Among other 
things, it includes wages, salaries, tips, 
bonuses, rewards, commissions, business 
profits, dividends, interest, rent, royalties 
—and it includes the prizes you won in 
any contest.” 


HARVARD ANTHROPOLOGISTS, 
after measuring thousands of GI’s to find 
out how to make Army clothing fit better, 
came right out flat-footed and announced 
that ‘Texans were’ inferior to New Eng- 
landers in muscular development. But 
perhaps the Harvard scientists had better 
keep out of Texas. 


INFLATED USED CAR PRICES were 
reduced by Federal Reserve anti-inflation 
rules, but dealers are raising a howl. This 
goes to show that inflation is a good deal 
like sin. You deplore it, but you also 
shrink from public measures to abate it, 
lest the measures hurt business. 


NOW WE READ that the rotation of 
the earth is slowing down. Shooting the 
sun is no longer the absolute way of telling 
time that it once was. There is now a new 
atomic apparatus that is superior to the 
old clock. Eventually we shall have our 
choice of catching a train bv standard, 
daylight-saving or atomic. 


SEED CATALOG PUBLISHERS are 
being asked by the Department of Agri- 
culture to eliminate superlatives from their 
description of vegetable seeds, but we do 
hope they won't go so far as to dampen the 
spring gardening mood of enthusiasm. 


CUTTING PRODUCTION in order 
to keep prices high is a good way to make 
money—for a while. 
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WE ARE RUNNING OUT OF IRON ORE 





Steel makers race against time 


to dig up new sources of supply 


EHIND the scenes in the steel indus- 
B try one major worry has begun to 
dwarf all the rest: Our supply of iron ore, 
once thought limitless, is running out. 

No problem could be more vital. Wiaith- 
out iron ore, there can be no steel. 

No iron ore famine looms tomorrow. 
At the current rate of ore use, the shortage 
will come in 20 to 25 years. ‘To the layman 
this may seem too far off to fret about. 
But to the steel makers, who have to plan 
long range, the problem is today’s. 

They are attacking it chiefly in two ways: 
by dev loping iron ore sources outside the 
U. S., and, at home, by experimenting to 
improve ore so low grade it has been pretty 
much ignored till now. ‘To date, progress 
in both directions has been studded with 
headaches. 

The cause of our iron ore dilemma can 
be summed up in the one word “Mesabi.” 
This is the northern Minnesota iron range, 
110 miles long, whose fabulous abundance 
of ore has for years provided the backbone 
of the steel industry. Four things about 
Mesabi made it unique: 
> The enormous quantity of ore available. 
& ‘The ease and cheapness with which the 
ore could be got at. It lay so close to the 
surface that costly underground mining 
equipment was unneeded. 

& ‘The ore’s high-grade quality. This per- 
mitted it to be shipped direct without in- 
termediate processing. 

& Mesabi’s location on Lake Superior. 
This made possible cheap and easy trans- 
portation of the ore via Great Lakes to 
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blast furnaces in Illinois, Pennsylvania and 
Ohio. 

As one steel man puts it: “We have been 
spoiled by Mesabi.” Few gave thought to 
the prospect that the bonanza might some 
day give out. 

But now steel insiders are facing facts. 
It is inevitable, they say, that the older an 
ore area, the less likely it is to yield new 
deposits. Meanwhile, they add, time is 
running out, the U. S. appetite for steel 
keeps sharpening, and a way must be found 
out of the Mesabi impasse. 

On this realistic note the steel industry 
has begun to re-appraise the iron ore situ- 
ation on other fronts. 


Domestic. Other U. S. sources of iron 
ore are being re-examined and intensively 
worked. Included: Mesabi’s neighbor 
ranges at Lake Superior, deposits in Ala- 
bama, Utah, New Jersey, Pennsylvania, 
and, notably, in the Adirondack Moun- 
tains in New York. There Republic Steel's 
holdings are yielding 3 million tons of high- 
grade ore annually, This is a respectable 
amount, but pygmy compared to Mesabi’s 
1947 output of over 58 million tons. (It 
takes one and three-quarter net tons of 
iron ore to make one net ton of pig iron; 
one-half ton of pig iron goes into the mak- 
ing of one ton of ingot steel. ) 

Even greater domestic activity by the 
steel industry has been going on at Mesabi 
itself. Besides high-grade ore, the range 
includes vast mountains of taconite, the 
mother rock from which iron ore comes. 
Taconite contains virtually unlimited 
amounts of iron ore. But that ore is low 
erade (iron content around 30 percent), 
and must be subjected to one or another 
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process of “‘beneficiation” (improvement ) 
before it can compare with high-grade ore. 

In the race to develop up-to-date, speedy, 
and inexpensive beneficiation methods, re- 
search laboratories have been set up near 
Mesabi and large investments projected. 
The big headache has been cost. One esti- 
mate says it would take a_half-billion- 
dollar investment to produce 50 million 
tons of taconite concentrate every year— 
a cost of $10 a ton. 

But despite this large obstacle, the inter- 
est in taconite continues. For, unless 
taconite at Mesabi is made as Ifugely pro- 
ductive as the range’s high-grade ores, there 
is no real reason for America’s Valley of 
Steel to stay put. The steel industry’s tre- 
mendous plant investments in cities bor- 
dering the Great Lakes were so located 
because of the nearness of Mesabi. If 
Mesabi gave out, the nation’s steel cen- 
ters might have to be relocated. 

There is a strategic reason, too, for the 
interest both in the taconite at Mesabi 
and in non-Mesabi domestic sources of ore. 
In the event of another war, it would be far 
more comfortable to be able to draw on 
home rather than foreign ore sources. 


Foreign. Reluctance to depend on for- 
eign ores has not, however, slackened steel’s 
interest in them. For years a regular if 
small percentage of our ore supply has 
come from abroad: Sweden, Canada, Cuba, 
Chile, etc. But plans now are to step up 
that amount substantially, and further- 
more, to take active part in developing 
foreign ores. ‘Two major areas are under 
U. S. scrutiny—one in Canada, one in 
South America. 

In South America both U. S. Steel and 
Bethlehem Steel are pouring hundreds of 
millions of dollars into the development of 
large and rich deposits known to exist in 
Brazil and Venezuela. But there are two 
sizable difficulties involved. ‘The first is 
strategic. The second is political. Ameri- 
cans with investments south of the border 
have had their fingers burned before. ‘They 
know that confiscatory legislation goes 
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hand in hand with the traditional insta- 
bility of Latin American governments. 

Brazil, which aims to have its own steel 
industry, already has a law giving the goy- 
ernment control of the iron ore mined. In 
effect, this law compels U. S. developers to 
pay for the ore which they have developed. 

Our steel people are far more hopeful 
about Canada. Ore deposits even higher 
grade than Mesabi's have been found by a 
Canadian and an American company 
working jointly in an area covering the bor- 
der between Labrador and Quebec. There, 
by 1948, some 300 million tons of ore were 
“proved up’’—that is, shown to exist. This 
discovery will now justify large-scale invest- 
ment, including the building of a railroad 
to bring the ore out of the wilderness. 

The Quebec-Labrador development has 
tremendous significance. First, because 
there is no fear that the U. S. can’t work 
out a stable arrangement with the Cana- 
dian government to get a good share of 
the ore. Second, because these new de- 
posits are located so that they are the next 
best thing to having the ore within our 
own borders. 


In general, here is how our iron ore situ- 
ation will shape up in the next few years. 
There will be a gradual decline in the out- 
put of high-grade ore at Mesabi. ‘There 
will be a pradu: il increase in the production 
of taconite concentrates at Mesabi and of 
high-grade ore from other domestic sources. 
Ore imports will be stepped up. 

All this activity will take the form of a 
race against time. Barring a war within 
the next few vears the steel industry will 
probably be able to meet the challenge. 
But it will take plenty of doing—tech- 
nically, strategically, politically, and by no 
means least, financially. 


The discovery of iron ore in Quebec and 
Labrador provides a powerful new argu- 
ment for the St. Lawrence Seaway. You 
will find the facts in an article in the April 
Issue. 
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HAT does profit sharing 

have to do with you? 
Always thought of it as just 
a game that a few rich manu- 
facturers play around with? 
Well, listen to this: 

Profit-sharing plans are 
working today in bowling alleys and banks, 
diaper services and undertaking parlors. 
In shoe stores and steel plants, beauty 
salons and machine shops. In firms with 
6 employes and 106,000. 

Estimates show that about 15,000 plans 
are in operation throughout the US., that 
the number of profit-sharing companies 
has doubled in the past decade. 

Profit sharing is an old idea with a new, 
well-rounded look. You are going to hear 
more about it. You ought to know what 
it is all about. 

How come the fresh wave of interest? 
Behind all the reasons offered lies one 
simple fact: More and more employers 
are deciding that it is good sense and smart 
business to make money with employes 
instead of out of them. 


Why is a profit-sharing plan good sense? 
Because, say advocates, profit sharing chan- 
nels prosperity and security in directions 
where it will do most for the nation’s 
economic health. 

Because the “creeping socialism”’ of our 
times will be effectively checked only when 
labor, management and capital work as a 
team instead of fighting like a sackful of 
Kilkenny cats. Sound profit sharing welds 
together that team, puts new energy into 
capitalism. 
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Why is a profit-sharing plan 
smart business? Because, say 
employers who operate suc- 
cessful plans, profit sharing 
properly applied can increase 
productivity and efficiency. It 
can reduce labor turnover, ab- 
senteeism and tardiness. It can cut strikes 
and grievances and improve labor rela- 
tions generally. Besides, contributions to 
a Treasury-approved plan are tax exempt. 
Eventually it can earn more money for 
everyone concerned. 

Not every businessman or management 
expert subscribes to all these claims—not 
by a long shot. Even ardent profit sharers 
sound this warning: Unless you can work 
out a solid plan to fit your own situation 
and then manage it wisely, you are better 
off with none at all. 

Experience shows that successful plans 
have paid dividends—literally and figura- 
tively. It also shows that plenty of plans 
have only caused trouble. 

The point is that profit sharing is not 
only controversial. It is also big and com- 
plicated. It involves ethics and economics, 
psychology and cost accounting, public and 
labor relations, and a lot besides. But the 
stakes are big, too. 


Exactly what is profit sharing? If there 
is an “official” definition, it is that of the 
Council of Profit Sharing Industries: 

“Any procedure under which an em- 
ployer pays to all employes, in addition to 
good rates of regular pay, special current 
or deferred sums, based not only upon 
individual or group performance, but on 
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the prosperity of the business as a whole.” 

Note that the council says “all em- 
ployes.” ‘That rules out the many systems 
which divvy profits only with executives or 
managerial personnel. Chief reason for 
excluding such plans is the charge that 
they destroy the teamwork principle. Firms 
which have executives-only plans naturally 
may invite resentment from employes. 

Note also that the wording is “in ad- 
dition to good rates of regular pay.” 
Profit sharing is no substitute for good 
wages or decent working conditions. 

Note that company progress must 
justify the payments. They must never 
be gratuitous, paternalistic. 

Note, finally, that individual perform- 
ance is played down. ‘The theory here: 
Use incentive pay or plain merit raises to 
reward outstanding individual perform- 
ance. Use profit sharing to point up and 
reward team performance. Many profit 
sharers use both systems but insist that 
the two must not be confused. 


How does a profit-sharing plan operate? 
No two operate in just the same way. 
Every plan, however, follows a similar pat- 
tern. These are the essential elements, 
together with a few of the ways tested 
plans handle them: 


Who is eligible to participate? Al! em- 
ployes, all full-time employes, or all who 
have been employed a specified length of 
time. 


How will we determine the amount of in- 
come or profit to be shared? A fixed or 
sliding percentage of net profits; a_per- 
centage of “surplus” profits—after a cer- 
tain “basic” return has been made to 
stockholders; or a certain share of money 
saved by reducing costs or increasing 
output. 


How will we determine the individual’s 
share? In proportion to his base pay, or 
by a rating system allowing for such fac- 
tors as seniority, type of work, attendance. 
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How will the individual collect his money? 
In cash—monthly, quarterly or annually; 
as credit toward the purch: ise Of company 
stock; or as deposits in a trust fund, to be 
paid with interest at retirement or under 
certain other specified circumstances. 


What, if any, extra features will the plan 
provide? Some form of management par- 
ticipation, related incentive payments or a 

“suggestion bonus” system. 


All these techniques, and many refine- 
ments, can be used in an infinite variety 
of combinations. And whether profit 
sharing succeeds or fails depends on hav- 
ing the right plan, the nght combination. 

Which is the right one? Make up your 
mind what you want to accomplish. ‘Take 
a good look at your operations, finances, 
labor relations. Get expert advice. Work 
out a plan to fit your own circumstances. 
Be sure your employes want it, and under- 


stand That's the right plan. 


Ts there a catch to tt? 


F'TER listening to the confirmed profit 
A sharers, you begin to wonder a little. 
If profit sharing is all moonlight and roses, 
why doesn’t everybody do it? What’s the 
catch? 

One answer is that there is plenty of 
unfavorable experience on the books, too. 
The mortality rate for profit-sharing plans 
has often been high—some surveys have 
placed it as high as 60 percent. So, manv 
businessmen and management consultants 
cock an eyebrow at the whole theory. 

Here are some of the arguments they 
raise against it: 

_Profits, by economic law and practice, 
belong to those who risked their money. 
The weikees’s effort is evaluated and re- 
warded in his regular pav envelope. 

—The connection between a worker’s in- 
dividual effort and the overall profit pic- 
ture is-too remote. He does not understand 
the system. He takes his bonus for granted, 
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gripes when it gets smaller in a bad year. 
—Workers, unions in particular, hold com- 
pany accounting suspect anyway. They 
make accusations of book-juggling. 

—The record shows that the claimed bene- 
fits—efhciency, better labor relations— 
do not always materialize. Many firms 
have abandoned their plans when profits 
dwindled instead of climbing. 

A study of the skeptics’ case shows this 
significant fact: With one notable excep- 
tion, the proponents of profit sharing say 
the same things—but with an important 
switch. What the critics cite as argu- 
ments against profit sharing generally, the 
proponents cite as characteristics of muis- 
handled profit sharing. 

To the charge that workers do not under- 
stand what it is all about, advocates say 
that such confusion is management's fault. 
Build labor-management confidence first, 
let employes help work out the plan, sell 
it thoroughly and continuously, and work- 
ers do understand. 

Again, the makers of Johnson’s Wax, 
veteran profit sharers, told Senate investi- 
gators that two non-profit years were the 
best thing that ever happened to their plan 
—really drove home the whole theory. 

The Council of Profit Sharing. Industries 
emphasizes that profit sharing is no sub- 
stitute for good management, no cure for 
bad business conditions, no panacea for 
bad labor relations. And so on. 

As to the objection that profits do not 
belong to the workers—no statistics, case 
histories can solve that one; you have to 
find your own answer. 

Mainly the proponents claim that, what- 
ever the textbooks say, free enterprise can- 
not survive the attack now being made 
on it unless workers do share in its successes. 


iI] it work for vou ? 


NLY solid and expert study can really 
figure the odds on whether profit 
sharing will work for any given company. 
But on the basis of the good and bad ex- 
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perience you can put together a general 
rule of thumb. 


It probably won’t work if: 

—Your “business health” is shaky to begin 
with—if debts are dangerously heavy, for 
instance, or markets seem headed for big 
and permanent changes. 

—Your operations are seasonal or other- 
wise abnormal, or income necessarily fluctu- 
ates tremendously. Such conditions will 
make it tough, at best. 

—Profits are too thin to yield adequate 
benefits and you cannot see a way for 
profit sharing to widen your margin. 
—Your labor relations are _ hopelessly 
snarled; if you won't trust the union and/or 
the union won't trust you. 

—Your wage scales and working conditions 
are below par. 


It probably won’t work unless: 

—You yourself are really sold on the “team- 
work” theory and can base your plan on 
sincere, clearly-thought-out objectives. 
—You put the idea across in advance to 
both workers and stockholders. Coopera- 
tion and understanding are essential, before 
and after installation. 

—Your plan is economically sound and 
flexible enough to meet changing condi- 
tions. 

—You steer clear of paternalism. Make 
sure employes know that any extra money 
is earned, not given—that they are to be 
partners, not wards. 

—You are willing to be pretty frank with 
vour employes about business conditions. 
That doesn’t mean you have to “open the 
books.”” But you will have to keep your 
people reasonably well informed. 


From the record 


HE case for profit sharing does not rest 

on theory alone. Here, quoted directly, 
are a few of the results that successful 
profit-sharing companies report: 


EAST PALESTINE, OHIO, storage 
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tank company with 100 employes, plan 
in effect four years: Over 100 percent in- 
crease in company income. Fifty-four per- 
cent increase in efhciency first year. 

NEWARK, N. J., duplicating-equipment 
sales and service company with 43 em- 
ployes, plan in effect 24 years: Larger in- 
come to stockholders. Larger income to 
employes. Practically no labor turnover. 

DETROIT, MICH., tubing manufac- 
turer with 1400 employes, plan in effect 
two years: After first year—absenteeism 
down 43.9 percent, productivity up 68.4 
percent, average hourly rate up 23.3 cents, 
labor turnover down 43.5 percent. 

CHICAGO, ILL., steel-strapping manu- 
facturer with 900 employes, plan in effect 
seven years: Attitude of partnership among 
employes. Greater economy and care of 
company property by employes. Attracts 
higher type of personnel. 

ALABAMA textile mills with 7000 em- 
ployes, plan in effect 10 years: No strikes 
since plan in effect. Decreased necessity of 
supervision. 

PLYMOUTH, MICH., toy manufac- 
turer with 512 employes, plan in effect 24 
years: Better teamwork. Better under- 
standing of business problems. 


Proft Shavers’ Counc! 


HE Council of Profit Sharing Indus- 

tries is the “trade association” of profit 
sharers. It was founded in October 1947, 
to promote profit sharing, and to collect 
and provide information about it. Mem- 
bers practice what they preach. 

The chief organizer and executive secre- 
tary of the council is a German-born phi- 
losophy professor—Robert S. Hartman of 
Ohio State University. Hartman left Ger- 
many when the Nazis came in, wound up 
teaching in the U. S. He got interested 
in profit sharing early and, while at Ohio's 
Wooster College, began talking before Ro- 
tary and other business clubs about it. 

At Orrville, Ohio, in December 1946, one 
of his listeners was H. C. Nicholas, presi- 
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dent of Quality Castings, a profit-sharing 
company. Nicholas came to Hartman 
afterward and put the question bluntly: 
“Why don't you do something about it?” 

Hartman did. He wrote three letters to 
businessmen. ‘The net result: representa- 
tives of 150 firms attended the meeting the 
following October when executives of the 
16 charter companies signed a constitution 
they had worked out. In its first year 
membership jumped to over a hundred. 

Between annual conferences the council 
publishes a newsletter, answers queries that 
come in from all over the world, promotes 
university research projects, and is working 
on four companion volumes to its monu- 
mental Profit Sharing Manual, already out. 


And $0... 


HAT all this adds up to is that you 

should look into profit sharing. It 
could be one of the wisest moves you ever 
made. 





If you want to investigate profit 
sharing further, here are some publications 
and addresses that will get you started: 

The Profit Sharing Manual, published 
in 1948, digests 84 representative plans, 
includes a bibliography. Price is $10. Get 
it from the Council of Profit Sharing In- 
dustries, 15 East 16th Avenue, Columbus 
1, Ohio. 

The council also can refer you to man- 
agement consultants expenenced in the 
field, put you in touch with profit-sharing 
companies in your line and of your size. 

Profit Sharing—Its Advantages and 
Limitations, by Edward S. Cowdrick, 1946, 
is bnefer and rather cnitical. Costs 75 
cents from the Amencan Management 
Association, 330 West 42nd Street, New 
York 18, N. Y. 

Selected Bibliography on Profit Sharing, 
Industnal Relations Division, Bureau of 
Labor Statistics, Washington 25, D. C. 
It is free, but not quite so up to date as 
the council's. 
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RUNNING A RESTAURANT 


food and service at a high standard. 

As time went on, however, it be- 
came evident to Mr. Clark that 
success in the restaurant business 
could be achieved by observing these 
fundamentals: to offer honest value, 
genuine courtesy, cleanliness, and 
good food in a pleasant environ- 
ment. But an understanding of the 





aerres 


Here 15 another article in the series on 
It pre- 
sents the case history of a restaurant owner 
who made good. his methods, his philosophy. 


“Going into Business for Yourself.’ 


peculiarities of feeding the public 
was essential. 

Soon the business prospered. New 
units were opened, and Clark’s En- 
terprises now operates eight estab- 
lishments in Seattle. Mr. Clark 
feels that the alert restaurant owner 





(** out of every three people who open 
a restaurant shuts it down before the 
end of the first year of operation. Four 
out of five go out of business within five 
years. SO anyone who prospers in the 
restaurant field over a long period of time 
is Outstanding. 

Such a man is Walter F. Clark, head of 
Clark’s Restaurant Enterprises, Inc., in 
Seattle, Wash. Mr. Clark is a past presi- 
dent of the National Restaurant Associa- 
tion and is a recognized leader in the 
restaurant field. 

In 1929, after working as a restaurant 
straw boss for other people for 14 years, 
Clark found himself jobless. At first he 
despaired. ‘Then he realized that his long 
experience was an asset he could put to 
work for himself, if he could just hit on 
the right venture. 

So in August 1930 he purchased a small 
restaurant in Seattle. It was not a new or 
showy place. It was well located, however, 
and catered to the college trade. His 
wife assisted in the food preparation and 
in the management. Long hours and hard 
work were necessary to protect the modest 
investment of $4000, most of which was 
borrowed on life insurance policies. 

The restaurant was only moderately suc- 
cessful at first. During the first two years, 
1930-32, it was a constant struggle to main- 
tain volume and at the same time keep 
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should recognize the importance of 
rendering service to the community; of 
keeping in touch with industry improve- 
ments and innovations, and of participat- 
ing in industry problems. 

Says Mr. Clark: “There is no substitute 
for hard work, experience and continued 
effort toward improvement of food, service 
and facilities. Continued success is de- 
pendent upon day-to-day attention to the 
same details that were watched diligently 
at the beginning. 

“The restaurant business is a ready-to- 
serve business. ‘This means, of course, that 
the restaurant must be ready to serve 
whether people straggle in, or whether they 
swarm in. It must be set up for peaks, 
although the valleys are inevitable. 

“Again, in the restaurant business the 
cycle of operation is a single day. In manu- 
facturing, it may be as much as a year. 
Consequently, the manufacturer has a 
much greater opportunity to adjust operat- 
ing expense to the variations in sales 
volume. He therefore can have a much 
lower break-even point.” 

And Mr. Clark concludes: “Getting into 
the restaurant business is one thing—stay- 
ing in business requires patience, effort, 
vision, and determination.” 





Next month look for articles on how 
two men set up bookkeeping services. 
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THINGS TO WRITE FOR... 


Useful pamphlets, reports, books. 
Write directly to the publisher or 
sponsor for them. Let us know of 
others that ought to be included. 





(_] How To Live Within Your Income. . . . One of the 
best books available today on the problem of 
managing money. It shows how to plan and 
control your day-to-day expenditures, how to 
get the most for your money, how to handle 
debts and financial emergencies, and how to 
plan for future security. A 120-page, paper- 
covered booklet available from local book- 
stores, or write to Simon and Schuster, Inc., 
1230 Sixth Avenue, New York 20, N. Y. 
Price $1. 


|] Selling to the Navy... . Designed primarily 
for small business concerns, this 40-page 
booklet helps to answer two basic questions: 
What does the Navy want to buy? And how 
does one sell to the Navy? Write to the 
Superintendent of Documents, Washington 
25, D. C. Price 15 cents. 


[] Marriage Bonds and Family Security. . A 24- 
page, paper-bound pamphlet prepared by the 
Institute of Life Insurance to clarify the place 
of life insurance in the financial planning of 
the young married couple. Amusingly illus- 
trated, no charts or statistics, just the reasons 
for carrying insurance. Write to the Institute 
of Life Insurance, 60 East 42nd Street, New 
York 17, N. Y. Free. 


[] Using 2,4—-D Safely... . A 10-page pamphlet 
prepared by the Department of Agriculture. 
This chemical weed-killer, properly used, can 
save you money; improperly used it will cost 
you money. Know the facts about 2,4-D be- 
fore trying it. Available from the Superin- 
tendent of Documents, Washington 25, D. C. 
Price 5 cents. 


|] Statistical Abstract of the United States—1948. . . . 
A reminder that the 69th edition of this easy- 
to-use reference book is now available. The 
Abstract contains charts, maps and statistical 
tables on agriculture, labor, business, natural 
resources and most other phases of American 
life. A big book of 1054 pages, bound 1 
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buckram, thoroughly indexed. For sale by 
the Superintendent of Documents, Washing- 
ton 25, D. C. Price $2.75. 


[ ] Paints for Exterior Masonry Walls.... Four 
general types of masonry paints and one 
whitewash were applied to brick, concrete, 
stone, cinder and wood walls. Results of the 
weathering, along with the formulas for the 
paints, are given in this 20-page, paper- 
covered pamphlet. Write to the Superin- 
tendent of Documents, Washington 25, D.C. 
Price 15 cents. 


[_] General Events. . . . A compilation of retail- 
trade promotion and goodwill ideas which 
have been used in various communities 
throughout the country. Paper-covered, 

pages. Write to Domestic Distribution De- 
partment, Chamber of Commerce of the 


U.S., Washington 6, D.C. Single copy free. 


[|] Company Wage Policies, A Survey of Patterns and 
Experience. . . . Data gathered from 107 manu- 
facturing companies, employing nearly 2 mil- 
lion workers. ‘The study is technical and 
makes tough going, but its facts and analyses 
of wage policies are highly useful. Write to 
Industrial Relations Section, Princeton Uni- 
versity, Princeton, N. J., for this 46-page, 
paper-back pamphlet. Price $1.50. 


| | Guide for the Selection of Sales Supervisors. .. . 
A discussion of the qualifications, selection 
methods and responsibilities of supervisors. 
Although much of the material is based on 
a survey of 47 electric-power companies, it 
can be generally useful. Paper-covered, 32 
pages. Write to Edison Electric Institute, 
420 Lexington Avenue, New York 17, N. Y. 
Price 75 cents. 


[| What Does Industry Expect of a Community. . 
Cities interested in luring new industries may 
find help in the story of how one company 
made its choice. This vest pocket, 19-page 
booklet by H. Y. Bassett tells why the Wol- 
verine Tube Division of the Calumet and 
Hecla Co. selected the city of Decatur, Ala., 
for its new location. Write to the Bureau 
of Public Administration, University of Ala- 
bama, University, Ala. Free. 


[] Let’s Write Friendlier Letters.... [t never 
hurts to review your correspondence. Are 
you really saying what you want to? This 
36-page pamphlet lists 21 points to help you 
write better letters. Write to Buckley Insti- 
tute, 1420 South Penn Square, Philadelphia 
2, Pa. Price $1. 
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HOW A TRADE ASSOCIATION WORKS IN WASHINGTON 


A live-wire organization can speak influentially for cts members 





OU always hear a lot about govern- 
a influencing business. But busi- 
ness—if it’s smart—also can have an influ- 
ential voice in government. ‘That voice is 
often strongest when it speaks through the 
Washington office of a trade association. 

Few congressmen and administrative big 
shots are specialists. ‘They seldom know 
the ins and outs of the lumber industry or 
the apparel business, or the problems of 
the grocer or shipper. But they frequently 
have to vote on laws or pass judgment af- 
fecting these industries. So they are glad 
to listen to a spokesman who can talk in- 
telligently for a whole business. That 
spokesman is in a strategic position to put 
across his point of view. 

T'wo hundred national trade associations 
maintain headquarters in the capital. An- 
other 200 associations pay for office space, 
a full-time Washington representative, and 
a secretary. 

Trade association representatives in 
Washington are generally a hard-working 
lot. ‘Their offices are the oak desk, steel- 
file-cabinet model. Showy display is the 
exception. 

To get a good idea of how a competent 
trade association representative works, con- 
sider Mount ‘Taylor of The National 
Association of Ice Industries. Of trade 
associations he says: “We are business or- 
ganizations looking after the interests of 
industry. But we are not set up to act 
as the judge of our country’s policies and 
politics.” 

Walk into ‘Taylor's simple office in 
Washington, and you see at once what a 
smooth-working machine it appears to be. 
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Talk for five minutes with Taylor, and 
you understand why. He is a Texan, for- 
merly in the ice-manufacturing business 
himself, with a clear understanding of why 
he’s there and what his job calls for. 

Roughly 2700 ice manufacturers and 
“harvesters” in the U. S. pay anywhere 
from $25 to $25,000 a year for the privi- 
lege of belonging to the association. 

Eight years ago headquarters were estab- 
lished in Chicago. But in 1941 there was 
talk about war. So the association’s di- 
rectors, with foresight, decided to move 
the office to Washington. 

The decision was not unusual. Few 
major trade groups which lacked a Wash- 
ington ofhce on December 7, 1941, were 
without a capital representative later. As- 
sociations which failed to keep informed of 
the daily actions of WPB, OPA and the 
other bureaus were not worth their salt. 
On-the-spot representation was needed. 

For the ice manufacturers, there are still 
many good reasons for staying in Washing- 
ton. Ice is a 350-million-dollar-a-year busi- 
ness. It is critically affected by: 
> ‘The Interstate Commerce Commission 
(icing of freight cars). 
> Maritime Commission (icing of ships’ 
holds). 

& Department of Agriculture (icing of 
food for transport). 

& Army and Navy (ice for the camps and 
for food sent abroad). 

& Department of Labor’s Wage and Hour 
Division. 

Mount Taylor and his staff of 27 are also 
constantly on the lookout for new legisla- 
tion. Bulls and proposed regulations that 
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may affect the ice industry get a thorough 
going-over. Sometimes briefs are drafted 
and submitted by the association’s lawyer. 
The membership is urged to protest with 
letters and telegrams against unfavorable 
legislation. On major issues, key members 
of the association travel to Washington to 
protest in person. 

Trade associations can often solve a tech- 
nical problem more efficiently in Washing- 
ton. ‘Take the problem of packing celery. 
The present method is to pack celery in 
freight cars with alternate layers of finely 
crushed ice. But not so long ago, celery 
was loaded into the car, with ice packed in 
at either end. This method produced a 
kind of mammoth ice sandwich for the 
celery that did not keep the celery crisp 
and fresh. And the method was not good 
business for ice producers, since ice con- 
sumption was held to a minimum. 

The ice association talked this over with 
the Department of Agriculture and both 
came up with the new “body icing” tech- 
nique which called for alternate layers of 
crushed ice. This method was a big im- 
provement. Result: $70 to $80 more per 
car 1s put in the pockets of ice manufac- 
turers, or an annual industry total of about 
5 million dollars. 

Potatoes were another technical problem. 
The Interstate Commerce Commission pro- 
tested at the proposal to pack potatoes in 
ice instead of in the traditional ventilated 
cars. But the ice association lined up the 
Department of Agriculture on its side, con- 
vinced the ICC, and today 2% million 
dollars more ice business per year exists. 

Like most association representatives, 
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Mount Taylor works with those matters he 
knows most about. ‘This year’s census of 
business will include special questions 
about his industry, suggested by him. The 
Department of Commerce’s “Facts for In- 
dustry” series will have a chapter on the 
ice industry because the association had 
the needed information. 

Trade association men who have com- 
mon interests in Washington work to- 
gether. ‘Taylor, for example, is constantly 
in touch with the Refrigerated Warehouse 
Association, the American ‘Trucking Asso- 
ciation, and the American Association of 
Railroads. 

Key association heads meet at regular 
lunch or dinner sessions. Here, they ex- 
change ideas and experience. Information 
of mutual use passes back and forth. ‘The 
broad issues, such as voluntary allocation 
plans or export controls, get authoritative 
analysis from the men who are the best 
informed about them. 

On the big matters, Marshall Plan, tax 
bills, draft legislation, most trade groups 
let the Chamber of Commerce of the U. S. 
or the National Association of Manufac- 
turers take over. When something like the 
Reciprocal ‘Trade Act is up for renewal, as- 
sociations which favor tariffs will try to pro- 
tect their industries. 

The main jobs of the Washington office 
of a trade association are to keep informed 
and move fast. ‘Taylor is good because he 
knows his stuff and applies it with energy 
and skill. ‘Through him and his staff the 
ice manufacturers have a respected voice in 
Washington. And a big influence in gov- 
ernment where the influence can count. 


* * 


PUBLIC SPEAKING MADE EASIER 


YOU don’t have to be at a loss for words 
the next time you are confronted with a 
public speaking engagement. Speakers Li- 
brary, 1434 Oak Street, N. W., Washington, 
D. C., will prepare a personalized speech for 
vou in three days on any subject you wish. 
Five-minute speeches sell for as little as $5. 
Prices go higher as the speech gets longer 
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and the research harder. Another source of 
help for the inarticulate is Toastmasters In- 
ternational in Santa Ana, Cal. ‘This non- 
profit organization, with a national member- 
ship of 17,000, will aid you in forming local 
clubs to practice speech improvement and 
will supply you with pamphlets and other 
useful information. 
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WE COULD LICK 
THE BUSINESS CYCLE—BUT 





WE HAVEN’T 


GOT THE GUTS 





FE could trim the big swings of the 

boom and bust cycle if we really tried. 
Economists and business leaders have 
shown us how. But the plain truth 1s: 
We've never really tried to lick the cycle 
and we're not trying now. 

Today we have just been through the 
biggest boom in history. Almost every- 
body helped create it. Businessmen raised 
prices. Labor leaders demanded higher 
wages. Government ofhcials and congress- 
men increased the supply of dollars and 
credit. And America’s 100 million shop- 
pers scrambled to buy everything in sight. 

Not one of those groups seriously tried 
to hold back. ‘That lack of courage was 
bad. What world’s champion boxer Bob 
Fitzsimmons once said about challenger 
Jim Jeffries could also be said about booms: 
The bigger they come, the harder they fall. 
Thus the next major downturn of the busi- 
ness cycle may bring a serious depression. 

That there is a business cycle, history 
clearly shows. ‘The British capture of 
Washington in 1814 caused a recession. 
Since then we've had nine depressions and 
four recessions at intervals of from 5 to 14 
years. What's more the last fall and rise 
was the worst. We dived lower in the 
1930's and soared higher in the 1940’s than 
ever before in history. 

Why can’t business run along a fairly 
straight line instead of plunging up and 
down like a porpoise? The answer prob- 
ably isn't sun spots, although many years 
ago the British economist, W. S. Jevons, 
found that depressions and sun spots seem 
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to coincide. A better explanation is that 
people just can’t stand prosperity. ‘They 
get wild and reckless, spend and speculate 
to excess, then regret this spending spree 
later. 

There is an antidote for this mass opti- 
mism and mass pessimism. It is an anti- 
dote which works this way: 

& Deliberately slow down the business ma- 
chine in boom times. 

& Deliberateiy speed up business during 
busts. 

Who should do the slowing down and 
speeding up? The answer is: everybody. 
For one part of the economy can't act 
alone. 

Businessmen, for example, can hardly 
hold down prices when the public has its 
pockets full of money and goes on a spend- 
ing spree. Labor naturally demands wage 
increases when prices go up. The govern- 
ment can hardly tighten credit when 
powerful pressure groups are lobbying for 
government price supports, loan guarantees, 
tax reductions, bonuses and the like. 

Teamwork is needed. With teamwork 
we could slow down the business machine 
in boom times and speed it up in depres- 
sions. This kind of counter-attack has al- 
ready worked on a modified scale and in 
isolated cases. 

Six years ago, for example, 70,000 busi- 
nessmen organized into a gigantic team to 
head off a post-war depression. Called the 
Committee for Economic Development, 
this group of business leaders and econo- 
mists knew that if business returned to its 
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pre-war level there would be 10 or 15 mil- 
lion unemployed. So the CED got busi- 
nessmen all over the country to agree to 
tramp down on the accelerator as soon 
as the war ended. Government officials 
and union leaders cooperated. 

In 3000 towns and cities, citizens got 
together to plan new business ventures to 
be started right after V-J Day. The object 
was to soak up the war workers as they 
came off their jobs. 

In Memphis, Tenn., for example, a big 
bomber plant was the problem. Local busi- 
nessmen got four new businesses ready as 
replacements: a shirt factory, a new pork- 
packing plant, a sweet potato dehydrating 
plant, and a company that services me- 
chanical cotton pickers. 

During the war the 70,000 members of 
the CED bucked the trend toward depres- 
sion. ‘They refused to submit to the in- 
evitability of the boom and bust cycle. 
Today, however, the CED no longer has 
a field organization to prepare for the next 
depression. For the CED now limits its 
work to research. 

In 1947, for another example, the mer- 
chants of Newburyport, Mass., banded to- 
gether to buck the boom and cut prices 
10 percent. Almost everybody in New- 
burvport got behind the plan. Prices were 
cut 10 percent but the plan was eventually 
swept under by the tide of inflation that 
covered the country. Even so, the fate of 
the Newburyport Plan doesn’t prove that 
boom and bust cannot be licked. It merely 
proves that a piecemeal attack won't work. 
F'vervbody must get in the fight. And so 
far, almost nobody has. Instead of team- 
work we have had buck passing. 

Here is the record of who did what to 
hold down the post-war boom: 


BUSINESS. —Jhe American Bankers Asso- 
ciation asked its members to concentrate 
on loans that would expand production. 
And certain businessmen, such as makers 
of autos and steel, helped fight inflation 
by not raising prices as high as they could 
have. But even this mild restraint was 
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largely canceled by greedy auto dealers and 
grey marketeers in steel. In general, busi- 
ness simply raised prices. 


tabor. Unions demanded and got big 
raises without comparably increasing pro- 
ductivity. This added to the inflation. 


GOVERNMENT. ‘he executive branch tried 
to control the boom by forcibly holding 
down prices. Congress wouldn’t go along. 
Today Regulation W, which fixes the terms 
for buying goods on the installment plan, 
is back. But businessmen are gunning for 
it again. 

On other fronts, government action was 
definitely inflationary. By guaranteeing 
loans to veterans and home “seekers, the 
government promoted easy credit. The 
Federal Reserve Board, for reasons it claims 
are valid, has not greatly tightened bank 
credit. Congress fed the inflation by cut- 
ting taxes. 


THE PuBLic. I[t did a lot of griping about 
high prices, then turned around and forced 
them higher. The shopper, the auto buver, 
the home seeker, knowing that goods were 
scarce, nevertheless _— hke a drunken 


sailor. Folks not only spent the monev 
thev had, but bought on the installment 
plan. Auto buyers not only willingly paid 


high auto prices and accepted inadequate 
trade-in allowances, but also gave the sales- 
men $500 tips. The public could have re- 
rained from buying many non-essential 
goods. But the public failed to use this 
anti-inflation ‘weapon. 


In contrast to what we have all done 
since 1946, here is what economists say 
each group should do to taper off the boom 
and make the next recession shallower. 


BUSINESS. [he Chamber of Commerce of 
the U. S. suggests that in a boom business- 
men should: 
> ‘Try, as demand recedes, to tap new but 
lower levels of demand by cutting costs 
and prices or by redesigning products. 
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pm Avoid using short-term credit for what 
should be long-term financing. 

pm Stop borrowing on next year's business 
by extending too easy installment credit 
to consumers. 

pm Save some spending for plant and equip- 
ment until the next recession. 


tagor. Workers should increase produc- 
tivity. Without such increases, wage hikes 
cause price increases or unemployment. 


GOVERNMENT. CE:D economists have re- 
cently published a blueprint showing how 
the government could help stabilize busi- 
ness conditions during a boom. The CED 
suggests that the government: 

& Hold tax rates stable, so that tax 
revenues will rise as the national income 
rises and the government surplus will in- 
crease. 

> ‘Tighten the reserve position of the banks 
by Federal Reserve sale of government 
securities in the open market, by increase 
of rediscount rates and/or by increase of 
reserve requirements. 

& Use the government surplus to retire 
debt held by the commercial banking svs- 
tem, including the Federal Reserve Banks. 
& Refund maturing government debt in a 
way that will reduce the holdings of the 
banking system. 

& Reduce the volume of government loans 
and guarantees of loans. 

As another antidote to inflation, not 
mentioned by the CED, the government 
might well hold up payment of dividends 
on GI insurance. Payments to veterans of 
2 billion dollars beginning this year would 
promote inflation. 


THE PUBLIC. You as an individual could 
help iron out the cycle. 
& Hold some spending until the next re- 
cession. Youll get more for your money 
and help smooth out the cycle. 
Pm Pay off debt now. Don’t sign any stiff 
mortgages or leases. Don’t borrow unless 
you have to. You won't be adding to 
today’s inflation. And you'll be in better 
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shape to meet hard times later. Note that 
in 1937 we had one of the steepest little 
busts in history. Economists say one reason 
was that families had bought heavily on 
the installment plan. When_ business 
turned downward many families got pan- 
icky and drastically cut their buying be- 
cause they hadn't paid for stuff they had 
bought the year before. 

‘Teamwork by business, labor, the govern- 
ment and the public could slow down the 
big swings in the business cycle. We 
couldn't get rid of all the little ups and 
downs. And actually, small fluctuations 
are healthy. Mild inflation leads busi- 
nessmen to take risks and expand plant 
capacity. Mild contractions squeeze water 
out of prices and increase efficiency. 

But we could moderate the unhealthy 
whipsawing we get from the big climbs and 
steep dives. It wouldn’t be easy. It would 
require self-sacrifice on the part of every- 
body: the housewife, the shopper, the busi- 
nessman and the labor leader. It would 
require congressmen and government ofh- 
clals to act like statesmen and not poli- 
ticians. It would, in short, take something 
that is not particularly in evidence in the 
economy today—guts. 





THERE IS A BUSINESS CYCLE and it is com- 
posed of a family of cycles, say Edward 
R. Dewey and Edwin F. Dakin in their 
book Cycles published by Henry Holt, New 
York City. According to the book, the 
four most important cycles will all hit 
bottom within the next four years. Here 
| they are: | 
| 1. The 54-year rhythm in wholesale | 
prices and industrial innovations. It 
reaches bottom in 1952. 

2. The 9-year rhythm in_ wholesale 
prices, security prices, pig iron production 
and industrial activity. It will reach bot- 
tom in 1951. | 

3. The 34-year rhythm in security prices 
and most businesses. It is due to hit a | 
low in 1951. 

4. The 18-year pattern in building ac- 
tivity. It is due to hit bottom around 
1953, 
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Half a Million Smithfield Hams 


T Smithfield, Va., there is optimism 
A around the peanut patches and pigpens. 
The reason: half a million Smithfield hams 
will be produced this year. 

The half million 1949 hams are 200,000 
more than were produced in any war year. 

Here is a report on the packers and pens: 

Basically, the Smithfield ham industry runs 
as it has since the oldest man around the 
general store can remember. Farmers in four 
Virginia and three North Carolina counties 
supply the hogs. ‘The slaughtering age is six 
to eight months. The hogs feed on corn, 
soybeans and peanuts. 

The farmers do not cure the hams. That 
is done in Smithfield (pop. 1178) by four 
packers who carefully guard their techniques. 
The packers sell heavily at wholesale, very 
little at retail. ‘The farmers get prevailing 
Chicago market prices. Retailers, currently, 
get $1 a pound. And restaurant owners fre- 
quently get almost as much a slice. And 
what do you get? 

First, you either get a real Smithfield ham 
or you don’t. The real ham comes from 
within the corporate limits of Smithfield. 
Virginia has a law with $300 teeth aimed 
at imitators. 

Again, the hogs must have come from one 
of the seven counties and have roamed the 
spring and summer woods until lean and 
strong. ‘They must have fed on corn, soy- 
beans and peanuts grown in that area. 

The peanut is the essential part of the dict. 
And there economics plays a trick on the hog. 


Business Is the Berries 


ALTER KNOTT and family, founders 
of an amazing berry farm and roadside 
restaurant near Los Angeles, Cal., are the kind 
of people | you can ask: “How did you do it?” 
And you'll be sure to get a lively answer. 
Almost 30 years ago, the Knotts were 
Mojave Desert homesteaders. In 1920 they 
rented 10 acres of their present farm site to 





grow berries for sale at a roadside stand. Now 


they have 250 acres, 350 employes, two mer- 
chandise shops, a restaurant serving a million 
chicken dinners a year, and the replica of a 
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For the price of peanuts is so high that most 
are taken from the fields for commercial sale 
before the hogs are let in. But the hogs get 
enough to flavor their meat. And this built- 
in flavor is improved in the curing by Smith- 
field packers. 

Behind the packers is a tradition traceable 
to the 17th-century, eastern Virginia Indians. 
The curing techniques were perfected in the 
18th century. The process: packing the hams 
in salt, smoking them over smouldering hick- 
ory fires, storing them for at least a year. 

The ham emerges with rough outward ap- 
pearance and with black spots caused by the 
pepper used in the curing. The Smithfield 
ham 1s longer than the packer ham and when 
cut shows a richer red color and finer grain 
of meat. ‘The startling flavor is found in the 
very first taste. 

Smithfield experts will swear that the ham 
can no more be gilded than the lily. And 
thus for anyone to think of Smithfield ham 
and mustard is considered blasphemy. But 
there is a responsible school leaning to the 
use of a little sherry during the cooking. 

In the old Smithfield houses, they tell you 
to boil a Smithfield ham 20 minutes to the 
pound. Then let the ham cool. Then skin 
the ham and bake it. And watch the slicing. 
The flavor is so marked that slices of paper 
thinness satisfy. 

This great ham is back in full toon aaa 
And that has a lot to do with prosperity 1 
Smithfield. But more to do with good oe 
at civilized tables everywhere. 





western ghost town to entertain waiting pa- 
trons. Last year, all these enterprises erossed 
3 million dollars. 

Knott and a cousin were in partnership for 
the first seven years of the venture. Business 
blossomed. ‘The Knotts wrapped their berries 
neatly in white paper while competing road- 
side stands used newspaper wrapping. Then 
Knott introduced a better berry, the Young- 
berry, which had been grown before only in 


Alabama. 
In 1927, the Knotts put their $8000 savings 
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Benes 


into another 10 acres. ‘They opened a lunch- 
room to serve Mrs. Knott’s hot biscuits, berry 
jam, pie and coffee. Knott brought in still 
another berry type—the Boysenberry, which 
vielded at least two tons an acre more than 
the Youngberry. 

The family got the chicken dinner idea in 
1934. Their first dining hall seated 20 people. 
Mrs. Knott ran it, and the three daughters, 
then children, waited on table. When busi- 
ness grew, the daughters became hostesses 
and Mrs. Knott fixed a firm employment 
policy: She would hire only neighboring farm 
women to do kitchen work and would employ 
local high school and college students for 
waitresses and bus boys. 

Good food and lots of it has been the basis 
for her success. Mashed potatoes get a dous- 
ing of gravy; 450 quarts of Guernsey milk 
daily go to gravy-making. On each table is 
a big platter of hot biscuits. 

Mrs. Knott bakes 35,000 biscuits on a busy 
day. Berry jam is not doled out in a nut cup 
but fills a bowl. 

Chickens also support the Knott reputation. 
Only heavy breeds like Plymouth Rocks and 
Rhode Island Reds are used. These must 


Fresh Frozen Orange Juice 


A®. frozen orange juice to the list of new 
foods now appearing on the market to 
tempt your palate. 

Thanks to a high-vacuum process perfected 
just before the war, the juice and pulp of an 
orange can now be so concentrated that 
merely by adding water the fresh orange 
taste can be restored. 

Many companies are moving in on the field, 
but the pioneer is the V acuum l’oods Corp. 
The ingredients of Vacuum’s zooming com- 
mercial success include the know-how of some 
New England scientists, the backing of some 
alert New York investors, and the sweet voice 
of Bing Crosby. 

Pesfector of the high-vacuum process was 
the National Research Corp. of Cambridge, 
Mass., a group of young scientists and engi- 
neers headed by Richard S. Morse. During 
the war, use of the process greatly spurred 
penicillin production. ‘Then, casting about 
for a peacetime application, the developers 
hit on orange juice. 

The fact that no heat is used in the process 
would, they felt, give an orange-juice concen- 
trate a big edge over ordinary canned juice. 
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weigh just 3/2 pounds. Cockerels cannot be 
over 12 weeks old, pullets not over 13 weeks. 


The 400,000 chickens used annually come 


from 40 local ranches. 
killed daily. 

The Knotts handle their big crowds in a 
big way. A landscaped parking area accom- 
modates 2000 cars. Guests register at a cen- 
tral office and are called in turn to tables by 
public-address system. 

All Knott profits are pooled. It does not 
matter that son Russell’s $345,650 gross from 
fruits, nuts, pies, jam, juice and chicken tops 
the dollar volume from daughter Virginia’s 
gift shop. Profits are shared in a partnership 
agreement. 

So far, Mr. Knott has refused all proposals 
to start a chain of restaurants under his name. 
He thinks this would spoil the family’s fun. 
But he is building a 450-seat buffalo-steak 
restaurant to supplement the Ghost Town 
Grill. And he plans stage performances in 
his replica of the old Tombstone, Ariz., Bird 
Cage Theater. 

The 59-year-old Knott is pretty well satis- 
fied with his progress. But, he says, “Just 
give us another 25 years. e 


As many as 1500 are 





When heat is used, it affects flavor and 
vitamin content. 

But the Florida plant which the scientists 
set up fell victim to the early post-war upset 
in all frozen foods. With their funds at low 
ebb and a huge inventory backed up, they 
approached a New York firm which furnished 
risk capital for sound new ventures. ‘This 
group, led by John Hay (“Jock’’) Whitney, 
put up $800,000, brought in food consultants, 
built up a sales organization, and began to 
operate the plant at capacity. 

One day on the golf course Whitney also 
interested Bing Crosby in the venture. 
Crosby bought in as a director, also con- 
tributed his vocal talent to recorded radio 
commercials praising Minute Maid orange 
juice. 

The stock which Crosby bought in Sep- 
tember 1948 at 10 cents a share had gone 
up to $9.50 by January of this year. The 
company ended fiscal year 1948 with 3 mil 
lion dollars in sales and $150,000 in profit. 
Much encouraged, Minute Maid’s makers are 
now experimenting with grapefruit, tangerine 
and lime concentrates. 
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Your 4uestions 


nswered 


exempt from federal income 
tax? 

Earnings from federal bonds 
issued since March 31, 194] 





Ask us for information or judgment. We may not 
publish answers to all questions received, but we 


shall reply by letter to all who write. 


are fully taxable. On federal 
bonds issued prior to that date 
earnings up to $5000 are 
exempt, while amounts over 
$5000 are subject to the sur- 
tax but exempt from normal 





Keeping Tax Returns. How long does 
the Bureau of Internal Revenue keep in- 
come tax returns on file? 

From three to ten years. When a case 
is under investigation, however, the returns 
are kept indefinitely. 


Refugee Children. Where can informa- 
tion about adopting a refugee child be 
obtained? 

U. S. Committee for the Care of Euro- 
pean Children, 215 Fourth Avenue, New 
York 3, N. Y. 


Military Contracts. Can advertising ex- 
penses be included as costs in military con- 
tracts? 

Only advertising which appears in tech- 
nical and trade journals. 

Farm Real Estate. What is the out- 
look this year for sales of farms? 

Not good. Fewer will be sold than in 
recent years because of the high cost of 
farms. Values are 113 percent above the 
1935-39 average. 


Recapping. Was tire recapping just a 
wartime measure? 

Not altogether. Most motorists have 
stopped recapping, but not the truckers. 
Some are getting 70,000 miles out of one 
tire with several recapping jobs. And the 
92 million pounds of recapping material 
being produced today is twice the pre-war 
high. 


Tax Exempt Bonds. Is interest from 
federal, state, county and municipal bonds 
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tax. All state, county and 
municipal bonds are exempt. 


Fertilizer, Wil it be easier to get fer- 
tilizer this year than it was last year? 

No appreciable difference. Prospects for 
nitrogen production are only slightly bet- 
ter. Farmers in the East and South, par- 
ticularly, should get their supplies of fer- 
tilizer early. 


Renegotiation Act. Where is material 
available on the Renegotiation Act? 
‘ Write to Frank L. Roberts, Office of Sec- 
retary of Defense, 4/937, Pentagon Build- 
ing, Washington 25, D.C. 


What European countries no 
citizens to obtain 


Visas. 
longer require U. S. 
visas on their passports? 

A U. S. passport is now sufficient to 


travel in Norway, Sweden, Denmark, 
Netherlands, Belgium, Luxembourg, 


Switzerland, Italy and the United King- 
dom. 


Mortgages. What is the best way to 
contact buyers of mortgages? 

The state director of the Federal Hous- 
ing Administration will furnish names of 
possible buyers. 


Counterpart Funds. What are Eco- 
nomic Cooperation Administration coun- 
terpart funds? 

Deposits to special accounts in their own 
countries made by Marshall Plan countries. 
The amount equals the sum received from 
the U. S. and is deposited in the currency 
of the country. 
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THERES A WORLD MARKET 
FOR AMERICAN KNOW-HOW 





° ES TI IGE IEE PTA, Pe romain, ot 4 . Da COTO Gg AN EEE DLE TA OG 


HY the talk of exporting U. S. know- 
how? Of passing on to other people 
our knack of making more and _ better 
things, at higher wages and at lower prices? 
Look what this could do: Raise stand- 
ards of living in many places abroad. 
Make other people better customers for 
their own goods—and for ours. Get more 
out of the tax dollars we are investing in 
the Marshall Plan, by cutting down on 
wasteful and inefhcient use of what we are 
giving and lending. 

At hand now is a chance to export this 
priceless know-how of ours. ‘The market 
is world-wide, and the customers are com- 
ing. <A trek of British workers and em- 
ployers has begun. Hundreds of them will 
soon be here to visit U. S. plants to learn 
our methods. (Similar groups from other 
uropean countries, too. ) 

These visitors want to find out how 
American factory workers produce about 
twice as much daily as British workers. 
And you ought to know all the planning 
that went into these friendly visits. ‘Then 
vou will understand why you may be asked 
to explain your production methods to 
actual or potential competitors. 

Bear in mind that the British program 
will be a pattern for the others. Here is 
how it works: 

& The British select the so-called “pro- 
ductivity teams” of 15 members each. 

& Management, technical and production 
workers, all from the same industry, make 
up each team. 

& The groups will spend 10 weeks in the 
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U. S., with the production workers in- 
vestigating perhaps three plants. ‘The 
management and technical members prob- 
ably will cover more. 

& The production people, it is hoped, ac- 
tually will work in the plants they visit. 

During 1949, more than 30 such teams 
will visit the U.S. While the schedule has 
not been completed, it is believed the 
teams will include representatives from tex- 
tile, automobile, electrical manufacturing, 
other mass production industries. 

Special care will be taken to avoid telling 
the visitors how to run their business. ‘The 
idea is rather to show American methods 
and hope that some will be used. 

In Britain, this problem of increasing 
worker output is not simply a matter of 
greater mechanization. Nevertheless, one 
of the principal reasons behind the greater 
output per man-hour in the U. S. is that 
American workers use about twice as much 
electrical energy on the job, in powered 
hand tools, etc., as do British workers. 

Increasing the supply of electric power 
in Britain, however, may take considerable 
time. Coal is the principal source of such 
power and coal production is below par. 

Meantime, U. S. authorities believe that 
British industry could do much in other 
directions to increase its output. ‘Two 
major possibilities: 

& More efficient plant layout and materials 
handling. 

& Greater specialization by manufacturers 
of component parts. 

U. S. members of the Anglo-American 
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Council on Productivity, promoters of this 
program of exchanging know-how, §sur- 
veyed British plants. ‘These Americans 
saw that manufacturers of radio sets made 
practically every item that went into the 
finished product. British manufacturers 
would not think of buying tubes from a 
firm specializing in such products. 

Electric refrigerator makers, likewise, 
turn out even the hinges they use in their 
finished products. 

This study indicated that what are large 
mass-production industries in the U. S. are 
actually a collection of jobbing operations 
in Britain. Thus the flow of production 
often is interrupted while other depart- 
ments retool to make components. 

British manufacturers also lose time and 
output by performing tasks that have been 
eliminated in the U. S.: One of Britain’s 
medium-priced automobiles gets five coats 
of paint. Comparable American cars get 
only two. The reason is that sheet steel is 
delivered to British body plants covered 
with scaly rust. U. S. car builders long 
ago refused to accept steel that was rusty. 


PUERTO RICO GOES 


LENTY of low-cost labor and 10 years 
of income-tax exemption may sound 
like a businessman’s pipe-dream. But that’s 
what Puerto Rico is offering in order to at- 
tract new industries to that Caribbean island. 
What's more, the inducements are prov- 
ing effective. Already, 41 U. S. companies 
cither have located there or are about to 
do so. They include cement, furniture, 
chinaware, glass and paper producers. 

This drive for industrialization of the 
only U. S. possession in Latin America 1s 
part of a long-range program. ‘The aim: 
to get this island away from a one-crop 
sugar economy, and to provide jobs for its 
unemployed. 

In 1942, the island government set up 
the Puerto Rico Industrial Development 
Company—which has offices in New York 
—to promote the expansion program. The 
program got its greatest impetus about a 
year ago, however, when the Insular Legis- 
lature enacted its tax-exemption plan. 

Here’s what that plan provides: 
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Fear of unemployment and the dole in 
Britain formerly created resistance among 
the trades unions to new _labor-saving 
equipment and techniques. 

That situation has changed. Now, the 
powerful Trades Union Congress recog- 
nizes the need for greater productivity, 
backs the council’s program strongly. 

This program will benefit the U. S. as 
well as countries sharing American tech- 
nical know-how. As we share our skills, 
we are sure to learn something from the 
skills of others. 

The U. S. has no monopoly on engineer- 
ing brains. Britain, as a matter of fact, 
was out in front with radar, jet engines, 
stainless steel. 

Definitely, the program is not simply 
another U. S. gesture of generosity. If it 
succeeds, the standards of living in the 
other countries will rise. People of other 
countries will be better customers for their 
own and U. S. industries. 

In short, the exporting of U. S. know- 
how adds up to better business for every- 


body. 


AFTER BUSINESS 


New companies are exempted until 1959 
from income, property and municipal taxes 
and from excise levies on machinery and 
raw materials. Federal income taxes do 
not apply to earnings from island sources 
so the effect is a complete tax “holiday.” 

At the end of the tax exemption, provi- 
sion is made for a three-year period of gradu- 
ated taxation. 

The island government finances wholly, 
or in part, the construction of new factories 
which it will lease with purchase options. 
Thirteen now are being built. 

In addition, the government is expanding 
hydro-electric power generating capacity, 
and establishing what it calls the largest in- 
dustrial school in the world to train workers. 

Many companies, including Textron, Inc., 
and Cargill, Inc., a Minneapolis milling con- 
cern, are financing their own new establish: 
ments in Puerto Rico. 

U. S. communities losing the industries 
are less than jubilant. But their loss is 
Puerto Rico’s gain. 


KIPLINGER MAGAZINE, March 1949 





GET PRICES DOWN! 
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Each month this page is set aside as a 
platform from which readers can present 
their views on vital business subjects. 
Atop the soapbox this issue is George T. 
Trundle Jr., president of The Trundle 
Engineering Company, Cleveland, Ohio. 
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KOPLE tell me I’m always talking 

about prices. ‘They're right. I am. 

Why? Because, that’s where everything 
starts. 

A woman goes into a store and asks 
“How much?” 

A board of directors, considering the pur- 
chase of some new equipment, asks “How 
much?” 

If the buyer says “O.K.,”” business goes 
ahead. 

But if the buyer says “No, it’s too much,’ 
then business is heading for trouble. 

And, of the two types of buyers, the 
housewife is the more important. Women 
do most of the nation’s retail buying; and 
that’s where the chain starts. Durable 
goods industries are merely suppliers to 
consumer goods industries. 

Now, it’s been the history of our coun- 
try that as time went on people were able 
to get more and more in real values in ex- 
change for their day's work. Which is 
merely another way of saying that the 
standard of living kept going up. 

Why shouldn't it? Isn’t that the proper 
outcome of the principle of competition? 
Over the years, in any field, what com- 
pany gets the business? ‘The company that 
continues to offer better values. 

Management knows this principle. We 
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talk about the “economics of volume.” 
We are used to the break-even point and 
the idea that profits are often made, as 
we say, on the last 10 percent of sales. We 
strive desperately to make model improve- 
ments in order to get business away from 
our competitors by giving people “more 
for their money.” 

In fact, you might say that profits are 
the wages earned by business and industry 
in return for raising the standard of living. 

What happens when this rate of im- 
provement stops? We have a general 
shakedown until the rigors of necessity put 
us back on the track again. 

Now, I wonder—are we today offering 
people better values, in return for a day’s 
work, than we did last year or the year 
before? Is the standard of living still going 
up today? 

No rate of improvement is achieved 
when prices and wages merely chase each 
other up the spiral staircase of inflation. 
What's called for is a reduction in prices 
in relation to wages. 

But what have too many people in indus- 
try and business been doing? Really try- 
ing to get prices down? Or letting their 
costs get out of hand, and then using their 
higher costs as a justification for price in- 
creases? 

What percent of the price of a product 
is actually represented by labor costs? 

Do we have to keep all the “extras” in 
overhead that we allowed to build up dur- 
ing the war? 

Do higher manufacturing costs actually 
justify the retail prices that have resulted 
from continuing to apply the traditional 
mark-up system? 

The vital question, as I see it, is not 
“How can we get a price that will cover 
our costs?”, but “How can we get our costs 
down so that we can quote a price that 
people are willing and able to pay?” 

It’s our job to utilize materials, machines 
and methods with such skill and ingenuity 
that after the housewife goes into the store 
and asks “How much?”, she will say “Yes, 
Ill take it.” 
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J. M. MATSON 


he saved the dry cleaners’ association 





KMBERS of the National Institute 
of Cleaning and Dyeing recently saw 
finishing touches put on their new $735,000 
headquarters building in Silver Spring, Md. 
The building would never be complete, 
they said, until an oil portrait of J. Man- 
fred Matson, the managing executive, hung 
in the reception room. 

For had there been no Fred Matson 
there would be no building. Because he 
was the man who revived the association. 

Matson emigrated from Sweden to 
Cleveland, Ohio, in 1905. After his 
schooling, he took a job in a failing Cleve- 
land dry-cleaning plant. The business de- 
fects were as apparent as the pressing ma- 
chines. So Matson reorganized the busi- 
ness which soon tripled and showed con- 
sistent profit. 

When Roosevelt's NRA started, the dry- 
cleaning industry looked about for prac- 
tical men to go to Washington and help 
with the code. Matson was sent. Lawyers 
had to be hired. Expenses piled up. The 
dry cleaners’ association examined its treas- 
ury and discovered a $126,000 deficit. 

Members feared they would be assessed 
for the debt. They told Matson to go to 
Silver Spring and liquidate the association. 
Matson went. After a look at the situa- 
tion, he promptly traveled around the 
country to talk to the disturbed members. 

Matson’s argument went like this: They 
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had to have an association. ‘They already 
had money invested in the seeming wreck- 
age of one. So wouldn’t it be wiser to re- 
build what was left than to start some- 
thing expensively new? 

But actually, what did they have? Just 
100 members after the debt became known. 
And a floundering headquarters at Silver 
Spring, including a small school for dry 
cleaners and a dry. cleaning plant which 
was part of the school. 

The members stared, 
Matson alone. 

“There are two ways of rebuilding some- 
thing,’ Matson says now. “One is to prom- 
ise everything, like a politician does, and 
hope for the best. The other is to use 
every cent that comes in to give service. 
Always show improvement, even a little. 
Reasonable people will feel the service and 
see the progress. ‘The solid people will go 
along with you and they are the only ones 
you can build on, anyway. 

Matson quickly sent out four field men 
who were dry-cleaning experts. ‘They went 
into individual plants, asked for problems 
and tried to solve them. 

As a result membership jumped and now 
stands around 7000 today, with 27 foreign 
countries represented. ‘The field experts 
now number a dozen. ‘The school for dry 
cleaners has 600 students annually and a 
faculty of experts. ‘The new school build- 
ing has room for 1000 students. 

In addition, the members receive tech- 
nical pamphlets from the institute’s lab- 
oratory. ‘Iwelve chemists develop better 
dry-cleaning methods. ‘The institute’s big 
dry-cleaning plant bulges with work. An- 
nual income from school, plant and mem- 
bers is nearly 1 million dollars. ‘This in- 
come is enormous when compared to the 
$126,000 deficit 14 years ago. 

This amazing transformation was due 
essentially to one fact: Fred Matson gave 
the members their money’s worth. As word 
of this spread, enough dollars poured in to 
wipe out the debt and, ev entually, to make 
the institute a wealthy association with 
constantly enlarging services. 


listened, and let 
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how it is emerging from the whoop and holler 








OT so long ago the public relations 

man was merely a_ loud-mouthed 
pest. He was pretty full of whoop and 
holler, and most businessmen automatti- 
cally shunned him. 

But recently the “p.r.” man—an up-to- 
date version of him—has become a spe- 
cialist eagerly sought after by the business 
community. More and more companies 
have made him a policy-molding vice 
president. Corporations often so esteem 
his advice that they push and shove to get 
some of it. 

What has caused this change in attitude 
and raised the “‘p.r.” man to this new 
level? 

& Businessmen have come to recognize 
that businesses have to be basically of, by 
and for the people. If people don’t like 
you, you and the things you sell do not 
fare too well. 

> Communications have speeded up so 
that decisions made in a Pittsburgh board 
room produce headlines in Sacramento. 
And such decisions are quickly evaluated 
by the people they affect. 

© The work of top executives has become 
so specialized that they have lost touch 
with an influential part of the public. The 
boss has less and less time for Rotary or 
Kiwanis meetings and community social 
affairs. 

So the need has arisen for competent 
men to act as liaison officers for manage- 
ment with the worlds inside and outside 
the factory fences. And this new re- 
sponsibility has worked welcome changes 
upon the public relations man. ‘There is 
still many a dead beat in the fraternity, 
but there is also a new crop of serious, 
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sober practitioners. 

Small wonder, 
then, that the sur- 
viving fathers of 
modern public rela- 
tions look with 
some _ satisfaction 
upon the growing 
. maturity of their 

once-sickly child. 

Among such elders is Edward L. Bernays, 
one of the first to build a business on get- 
ting people to support ideas, products or 
programs. Compared to modern methods, 
Bernays early practices appear crude. Yet 
they were once believed revolutionary be- 
cause of their cunning. 

‘or example: The luggage manufacturers 
were very troubled because women were 
wearing so few clothes that only one suit- 
case was needed on most trips. Bernays 
had dozens of socially prominent matrons 
condemn the sloppy way in which women 
dressed while traveling. The well-dressed 
woman, they asserted, needed at least three 
ensembles for any week-end trip. Soon 
women were buying more clothes and 
more luggage in which to carry them. 

This example is notable because, for 
the first time, a public relations man had 
not hung around a newspaper office to 
grab space for his clients. Instead, he had 
created a newsworthy situation which in- 
fluenced public opinion. 

Another public relations pioneer was Ivy 
Ledbetter Lee. It is a tribute to Lee’s 
skill that, when John D. Rockefeller died, 
newspaper editorials reflected that a kindly 
old gentleman had passed from the scene. 

Yet just a few years before, no company 
was hated more than Standard Oil, no in- 
dustrialist more despised than Rockefeller, 
its founder. He had become a recluse, sur- 
rounded by bodyguards. 

Then Ivy Lee was hired as an advisor. 
The old man cast off his strong-arm pro- 
tection as he hobbled about handing out 
dimes and joking with reporters. Gradu- 
ally, the Rockefeller foundations came into 
Result: the Rockefeller name be- 
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came associated with huge social service 
projects and all that was best in the 
American tradition. 

A prominent public relations man in the 
more modern tradition is Earl Newsom, 
who got into the work accidentally. A 
friend in the oil-burner industry com- 
plained to Newsom about the slowness of 
sales. Newsom studied the problems, came 
up with the idea of the basement recreation 
room. The fad of the “rumpus room” 
swept the country, sales of old-fashioned, 
dirty, coal- burning furnaces began to slip, 
and the oil-burner industry was put firmly 
on its feet. 

Perhaps Newsom’s most skillful j}ob—a 
job which best dramatizes up-to-date pub- 
lic relations methods—has been his han- 
dling of young Henry Ford II. Ford has 
emerged as one of the best-liked industrial 
leaders in the U. S. While no one says 
Ford is a mere puppet, it is no secret that 
many of the words he speaks originate with 
Newsom. 

In 1947, after Truman’s plea for busi- 
ness to hold the price line, Newsom 
suggested to Ford that he would win a 
brilliant public relations victory if he could 
come up with a price cut. Ford liked 
the idea. 

A Newsom representative informed Tru- 
man of the proposed move, suggested that 
a congratulatory wire from the White 
House might be in order. It so happened 
that the representative had the draft of 
this message in his pocket. 

Thus the Ford price-cut made every 
front page in America. And a public rela. 
tions man had achieved this by making 
policy for a company. 

So public relations is growing up. But 
it is not yet fully mature, and the wise 
businessman will be careful. 

The important thing to remember is the 
advice you got in these pages a few months 
ago: The best public relations is about 90 
percent doing the right thing, and only 
about 10 percent getting it talked about. 

To this reminder, the good, up-to-date 
“p.r.” man will say “Amen.” 
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Fuel Oil Supply 


As a manufacturer of oil bumers, I have been 
distressed at what seemed to be vour persistent 
attempt to avoid recognition of the true facts in 
the domestic fuel oil situation. 

I had hoped that when it became obvious that 
there was plenty of oil for current needs you would 
say so with the same vigor with which you reported 
the tight situation earlier. But in your January 
issue you referred to the over-supply of soft coal 
and overlooked any mention of the plentiful supply 
of fuel oil. Were you trying to avoid admitting 
an erroneous prediction? 

W. A. Matheson, Exec. Vice Pres. 
Eureka Williams Corp. 
Bloomington, Ill. 


7 By oversight we failed to mention the 
improved situation in heating and industrial 
fuel oils in our item on fuels in the January 
issue. Sorry. 


Television 


In your January issue there was a small article 
advising prospective buyers of radio combinations 
not to purchase a radio-phonograph-television com- 
bination on the theory that the television section 
would be outmoded before the phonograph. 

I do not think today’s television sets will be 
obsolete for many years. I agree there will be 
many and far-reaching improvements. We im- 
prove automobiles and refrigerators every year, as 
well as electric ranges and radios, but that doesn’t 
make the older models obsolete. 

There is still a great deal of research and expen- 
mentation to be done in television, but changes 
that occur as a result will not make the present- 
day receiver obsolete. 

Joseph S. Sinclair 
Television Department 
The Outlet Company 
Providence, R. I. 


I believe that you omitted several pertinent facts 
about network coverage in your January article on 
television [““Television Is Really Here’’]. Coast-to- 
coast network television is here today. Thanks to 
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increasing skills in producing kine recordings, 
New York programs are available to all tele- 
vision stations. (As you know, kine recordings are 
films made off the picture tube at the program 
originating point. ) 

In the early days of radio, electrical transcriptions 
were not available. It was only after we had coast- 
to-coast networks that transcriptions developed the 
quality we take for granted today. 

The electrical transcription of television, kine 
recording, is available now before the completion 
of coast-to-coast networks. What effect kine re- 
cordings will have on the development of networks 
is the $64 question in our industry. 

J. Leonard Reinsch 
Managing Director, Station WSB 
Atlanta, Ga. 


Shoe Prices 


There may be an over-production of shoes, as 
vou say in your article in the December issue 
[“Shoes: Competition Is Back’’], but if competi- 
tion has returned it is not reflected in price reduc- 
tion. Shoes that are fit to wear are still selling 
retail at $18 a pair. 

I. A. Metz Sr., Tallahassee, Fla. 


Steel Progress 


Your article on the continuous casting of steel 
[“‘Steel: Big Change Ahead,” December issue] 
interested me because we have the only process 
generally available for the continuous casting of 
metal. 

Our process has been used only for non-ferrous 
metals because we have only recently succeeded in 
persuading the steel companies to use it. We have 
now made an agreement with one of the important 
steel companies to use the process, and a machine 
is being built. 

I wish to congratulate you on your article because 
it will attract the attention of the metallurgical 
industry to this important development. No tech- 
nical process in our economy, I believe, is so back- 
ward as the art of casting metal. Except for this 
development in continuous casting, no real progress 
has been made for hundreds of years. 

Irving Rossi 
Rossi Continuous Casting Co. 
New York, N. Y. 


In view of the controversy over expansion of the 
steel industry, I want to call your attention to the 
210-million-dollar improvement program of the 
Jones & Laughlin Steel Corporation. 

This company, Amenica’s fourth largest steel pro- 
ducer, has spent almost as much for improvements 
since 1945 as its total worth at the end of that 
vear. Capital for this program has been drawn 
from earnings and from cash borrowed against 
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future earnings. This has called for a continuing 
sacrifice by shareholders. 

The program will increase our steel-making 
capacity, lower our costs, and improve the quality 
of our product. It will benefit all Amencans. 

R. D. Mossman, Advertising Manager 
Jones & Laughlin Steel Corp. 
Pittsburgh, Pa. 


Unfair Competition 


It seems to us that competition of our colleges 
and universities with business, disclosed in your 
article “Help for Businessmen from the Campus” 
[January issue], should be criticized rather than 
given commendation. 

Universities should be encouraged to undertake 
pure research and to help in broadening the fron- 
tiers of general knowledge, but we object to the 
university undertaking research for private gain. 

The individual professor also should be encour- 
aged in his consulting contacts. They broaden his 
background, give him “‘practical’’ experience so 
badly needed. However, he should get such work 
because of his personal ability, carry it out as an 
individual and not use the university name, pres- 
tige or equipment. And above all, he should not 
use students as his labor pool. 

Leslie S. Fletcher, Tech. Director 
Sam Tour & Co., Inc. 
New York, N. Y. 


Securities 


May I suggest that you emphasize that a share 
of stock in a good corporation is the only item that 
can be purchased on a badly depreciated level com- 
pared with every other item that the American 
people have to buy. Food, clothing, housing, auto- 
mobiles, yes sir, everything has been blown up 
like a balloon. 

The American people fail to realize that an 
orderly market is most essential for the good of 
the country. If the lawmakers in Washington 
paid a little attention to the market, they would 
soon see that public confidence would make a big 
difference in our whole economy. 

A. W. Kennis, Rochester, N. Y. 


Fire Protection 


I should like to comment on the reaction ob- 
tained from the distribution of reprints of your 
article “Bankrupt By Fire” [November 1947]. 

I do not recall any other article on the subject 
that attracted such widespread interest among in- 
surance companies and agencies throughout this 
country and Canada, as well as among mayors, 
city managers and fire chiefs. 

The case for calling the fire department promptly 
was clearly presented at a time when fire losses had 
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maintained an upward trend over 11 consecutive 
years. 

The depression began to affect municipal pur- 
chases of fire protective equipment in 1932 and 
this, followed closely by the war, created a period 
of 13 years during which the provision for safety 
against fire was subnormal and for more than half 
that period negligible. 

Since the war, cities have been more freels 
acquiring fire protective equipment, but much 
time will be required to overcome results of the 
long penod of enforced neglect of the municipal 
fire defenses. 

L. E. Lowry, Sales Promotional Mer. 
The Gamewell Company 
Newton Upper Falls, Mass. 


Teachers 


In retaliation to the letter you pmnted from 
Eugene Bnggs (of Lions International, Chicago, 
Illinois) concerning your September article on 
“Our Poor Schools’: If there’s anything that helps 
make poor teachers, it’s the false idea teachers 
have that they have authority and children should 
acknowledge such. 

If a teacher is master of her subject and an 
understanding analyst of human beings (especially 
school children), there is no question of whether 
or not her authority exists. A teacher can discipline 
properly without resorting to “‘you-do-this-be- 
cause-I-said-so,” or ‘“‘mind-me-because-I-have-the- 
authority.” 

Don’t blame the child for the problem, Mr. 
Bnggs. The fault lies where the statés turn out, 
most often, poor or mediocre teachers. It’s like 
loosing a bunch of harmful, ill-trained doctors upon 
the public. 

Rose R. deLeon 
Instructor, Junior College 


Red Oak, lowa 


Politics 


In line with predictions of things to come 
made by readers [Letters, January issue]: Since Mr. 
Roosevelt’s first administration we have witnessed 
the influence of power groups upon our national 
economy. 

The fact that they were allowed to exist, whether 
in social or economic fields, destroyed our individual 
liberties to that extent and made our Bill of Rights 
null and void. Add the political set-up created by 
the policy of: “If you want federal help stick to the 
party in power.” Also add handouts to veterans. 

Voters of the younger generation who have lived 
under the system of “‘tax and spend” will vote ac- 
cordingly. What do they know or care about the 
free enterprise system? 

The result of this policy has been a breakdown 
in our government. We are so weak that we can- 
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not deport a Red even when we convict one. The 
breakdown of law and order in cities and the privi- 
leges extended to traitors can point to only one 
conclusion, namely the disintegration of a once 
great nation. 


H.R. F. Oehmler, Pittsburgh, Pa. 


Group Migrations 


Regarding your article “The Negro Quits the 
South” [December issue], the Negro question is 
explosive everywhere except in the South, yet pub- 
lications continue to pour oil on a flame that is 
a fertile field for communist propaganda. 

Populations shift, but why must one particular 
group be the goat of so much comment? Why not 
the migration of Puerto Ricans to New York, the 
Mexicans into California and ‘Texas, or other 
people from the Dakotas to the West Coast? 

It is not always the better class Negro who leaves 
the South. 
six Negro teachers holding master’s degrees. The 
Negro county agents, home demonstration agent 
and welfare workers are all college graduates. 

Dr. George Washington Carver of ‘Tuskegee 
Institute declined offers from Henry Ford and 
Charles Edison to stay in the South with his 
people. A Negro farmer in Montgomery County 
owns 540 acres of farm land. His nine children 
are all college graduates—four being M.D.’s—and 
they are still in the South. 

Isolated cases? No, there are thousands of 


In our school system here there are 


such people living in the South. 
D. 8. W. 
Decatur, Ala. 


Tax Savings 


The condensation of my letter on tax savings 
published in your February issue changed the main 
point of my letter. What I wanted to make 
clear was that there are methods other than gifts 
which offer all the tax economies of gifts, plus 
additional advantages, with none of the disadvan- 
tages of gifts. 

K. Kauffmann-Grinstead, President 
National Statistical Service, Inc. 


New York, N. Y. 


Standardized Hats 


Your article “Hats Try To Get Ahead” [Janu- 
ary issue! missed the main trouble about that 
hat business. When those big hat lads went into 
a combine they immediately standardized hats. 
Since then all hats look alike. 

Time was when hat stores kept all kinds and 
colors and men took pride in wearnng something 
distinctive that pleased them. Just look at the 
ugly hats that men wear now! But that’s what 
a monopoly always does. 


H. O. Bishop, Bridgeport, Conn. 
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Tell your friends this... Nee. 
when they ask you about Kiplinger Magazine _ 


T’S young, vigorous, two years old. Different, not like — 

other magazines. Small in size. Short, no long-winded — 

articles. Perforated pages—tear them out, pass them along. 
No advertising—all reading matter, beginning to end. 


It’s about business. But not just for business people, = 


It is for everyone who depends upon business for a living. 
Articles about things that are done well. Also stories 


on what is poorly done, stupidly done. Often critical, — ae 


often exposing faults. But constructive in aim, looking 
to better business, better work, better living. 


Intended for people who are working their way up, 
not yet arrived. How to get ahead. How to start a busi- 
ness. How to make it better, once it’s started. How other 
people do it. Actual stories and examples. Both men 
and women. Both home and office. Plain facts, plain writ- 
ing, no stuffed-shirt, technical jargon. Down to earth. 
No ivory tower. 


For busy people, who lack time. Therefore, brief. 


Talking with readers, not just af them. Readers take 
a part in planning and preparing this magazine. They pro- 
pose, they suggest. The editors listen, then go to work. 


Looking always ahead, looking to the future. Not yester- 
day, not today, but tomorrow. ‘Today is not good enough, 
tomorrow must be better. People can make it so. How? 
By their work. This magazine can help. 
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THE CHANGING TIMES 


FUTURE ARTICLES 


Is MR going to let a bust come, sais 
the buck to nae end then complain? 


Video és upsetting » movies, publishers, 
your wife's furniture, your social life 


OUR OLD-FASHIONED POST-WAR AUTOS © 


_ The new cars wear fancy pants, but 
what value do you get for your money? 


SUMMER JOBS FOR YOUNGSTERS 
To help parents help their sons and daughters 
WHAT’S NEW IN HOUSING? 
About Lustron and other trend-setters 
MORE FREIGHT CARS FOR YOU 
Shippers take note and be glad 


City folks say sabsidies keep the food bill up 
TROUBLE IN THE AIRLINES 


Ceiling still low, but visibility improving 


Plus other articles on Advertising, Frozen Food, Diamonds, Travel, 
U. S. Foreign Service, Condiments, Labor Relations, Coal Fights Back 
—and many others that will keep you alert to The Changing Times 
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